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Summary

The Commussion has prepared this report in response to Assembly
Bill 1993 (Farr, 1989), which charged 1t to answer the question,
“how, and to what extent, institutional accreditation might be uti-
lized in lieu of part or all of the State licensing review ” This report
continues the Commussion’s review of State policy with respect to
nongovernmental accreditation that resulted 1n Commussion publi-
cation of a 1989 document by the same title, and thus this report
stands as the second half of a two-part series

In 1ts 1989 report, the Commission advised the Legislature that ac-
crediting standards, procedures, and the rigor of their application
were not consistent among institutional accrediting agencies and
thus a blanket State policy exempting all aceredited institutions
from State review under its licensing law was inadvisable The
Commussion further advised that reliance on acereditation “in lieu of
State licensure” shouid be considered only when an accrediting
agency's standards substantially covered the standards and consum-
er protection requirements of the State's licensing laws and these
standards were rigorously enforced In response to this advice, the
Legislature asked the Commission to indicate which agencies met
these criteria

During 1989, the State enacted legislation that raised considerably
the licensing standards for private postsecondary institutions The
Commussion used these new State standards as a basis for examin-
ing the practices of 14 regional and national accrediting associations
that aceredit institutions 1in California and found that, as a whole,
the State’s new statutory standards relating to institutional stabil-
ity, institutional integrity, and consumer protection are more strin-
gent than those required by the accrediting agencies

As a consequence, 1n this report the Commussion advises against the
State’s relying directly on regional and national accrediting agen-
cies for maintaining the State's statutory standards It recommends
instead that the new Council for Private Postsecondary and Voca-
tional Education seek to collaborate only with those accrediting
agencies whose policies and resources enable them to cooperate with
it in collecting end sharing information and whose record of accred:t-
ing California institutions has been found to be satisfactory by the
Commuission

The Commission adopted this report at its meeting on April 28,
1991, on recommendation of its Policy Evaluation Committee Addi-
tional copies of the report may be obtained from the Publications Of-
fice of the Commussion at (916) 324-4991 Questions about the sub-
stance of the Commussion’s report may be directed to William K
Haldeman of the Commuission staff at (916) 322-7991
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Source of study

This report responds to the legislative mandate in
Assembly Bill 1993 (Farr, 1989) which directs the
Comnussion to consider four 1ssues relating to the
relationship between nongovernmental aceredita-
tion and state licensure in Califorma

1 Do the standards and procedures of accrediting
agencies encompass the standards and consumer
protection requirements of Califorma law?

2 Are those standards rigorously enforced?

3 What deficiencies 1n standards, procedures, or
enforcement exist?

4 How effectively does the accrediting agency re-
spond to consumer complaints forwarded by
State agencies?

These questions arise because, as Part One of the
report shows, the State has for several decades re-
lied on the standards and procedures of both region-
al and national accrediting agencies by accepting
the accredited status of institutions as a sufficient
indicator of the quality and probity of their oper-
ations and products This State policy resulted in
exempting accredited degree-granting and voca-
tional institutions from any responsibility to the
State’s licensing standards or consumer protection
laws 1n the Education Code Under this practice,
accrediting agencies acted "in heu of a state licens-
ing agency” to momtor the activities of their accred-
ited institutions

Cn several oceasions during the 19803, the Postsec-
ondary Education Commission examined this use of
accrediting agencies as well as the closely related
matter of the effectiveness of the State’s heensing
agency and found much evidence to support the
growing consensus &t the State level and among
educators at-large that (1) the State’s reliance upon
accreditation had gone too far, and (2) the State’s li-
censing laws and the agency assigned to enforce

Executive Summary

these laws were woefully inadequate for assuming
the responsibility of oversight of the exempted ac-
credited institutions

Reform legislation in 1989 dealt with both of these
problems California’s licensing laws were
strengthened, a new Council for Private Postsec-
ondary and Vocational Education was established
with greater authority to address regulatory mat-
ters, and the oversight of all aceredited institutions
except those accredited by the Western Association
of Schools and Colleges (WASC) was assigned to the
new Council

The creation of the Council has raised hopes that 1t
will provide closer monitoring than most aceredit-
Ing agencles have been able to accomplish Stall,
the immensity of the task of overseeing more than
2,000 licensed postsecondary institutions in the
State and the State's recent lack of success 1n carry-
ing out this task has encouraged some decision
makers to search for ways to utilize the resources of
accrediting agencies without delegating the Coun-
¢il’s authority for oversight of these 1nstitutions

Fundamental differences between
accreditation and state licensure

Part Two sets the stage for discussing how accredit-
ing agencies and the State’s Council mght work to-
gether by defining terms, 1 e , by drawing a distinc-
tion between accreditation and licensure and by
showing how the variety of terms used 1n denoting
licensure have come into our regulatory lexicon
The discussion of terminology also shows how the
State’s original provision for chartering higher edu-
cation institutions gradually gave way to licensing
all postsecondary institutions and why this change
brought with 1t increased regulations



The State's legitimate interests:
how do licensing and accrediting
standards compare?

Pari Three highlighta the specific concerns the Leg-
islature addresses through current licensure legs-
lation In general, this study has found that these
concerns are generated by problems which occur
most often in for-profit (proprietary) institutions
and often are also associated with institutional
abuses of federal programs of financial aid for stu-
dents

Part Four examines the ability of 16 regional and
national accrediting agencies to monitor the quality
and probity of their member institutions A list of
seven criteria 1s used to determune the differences
among accrediting agencies and the adequacy of
their oversight of 1nstitutions New Leensing stan-
dards dealing with institutional stablity, institu-
tional integrity, and consumer protection are dis-
cussed in some detail and compared with simiiar ac-
creditation standards

The Commussion’s findings from this comparison
are that the new licensing standards in statute are
more specific and more rigorous than those pub-
lished by the accrediting agencies A comparison of
the actual enforcement of the various standards by
the Council and the enforcement of the accrediting
standards by the various agencies must be done 1n
order to compare their actual relative effectiveness
This comparison, obviously, could not be done be-
cauge the Council has only recently taken up 1its
new responsibilities (January 1, 1991)

Can the Council and accrediting agencies
work together?

Part Five discusses the poteniial for collaboration
between the Council and the individual acerediting
agencies The Commssion pownts to the limitations
and risks inherent in formal agreements to share
responsibilities and information. Despite a number
of difficulties the agencies and Couneil would face,
the Commission concludes that there are many ac-
tivities that can be undertaken to reduce redundant
reporting and evaluation tasks for the institutions

and, &t the same time, increase the effectiveness of
both licensure and accreditation While some agen-
cies expressed more interest than others in this
goal, the mstitutions were nearly unamimous about
the importance of cooperation for the sake of effi-
ciency This section of the report concludes with the
presentation of two models of how the Council
might work with accrediting agencies The selec-
tion of one or the other model would depend, 1n part,
upon the strength of the acerediting process deter-
mined by the Commission’s continuing review of
these accrediting agencies.

Conclusions

In Part Six, the Commussion presents 1ts responses
to the four questions reused in AB 1993, and 1ts con-
clusions and recommendations regarding the
State’s reliance on acereditation agencies "in heu of
part or all of the State’s licensure or licensure proe-
ess ” The Commussion's conclusions can be para-
phrased as follows

1 Do the standards and procedures of accrediting
agencies encompass the standards and consumer
protection requurements of Califorma law?

No The Commission finds that the present I1-
censing standards in statute covering institu-
tional stability, institutional integrity, and con-
sumer protection are not only more explicit and
objective in their language than accreditation
standards, they are, 1n most instances, also more
rigorous in their requirements

2 Arethose standards rigorously enforced?

The Commission was unable to compare the rel-
ative strength of enforcement of licensing and
accrediting standards because the new Council
has only begun to operate The Commission was
able to observe the differences 1n outcomes of the
various accrediting agencies 1t evaluated and
found that, on the basis of various enteria listed
n 1ts report, some agenciles appear to be main-
taining a satisfactory record while others are de-
ficient 1n some important respect(s)



Satisfactory

Acerediting Commission for Senior Colleges
and Universities, Western Association of
Schools and Colleges

American Association of Bible Colleges
American Osteopathic Association
Association of Theological Schools in the Unit-
ed States and Canada

Council on Chiropractic Education

Foundation for Interior Design Education Re-
search

North Central Association of Colleges and Col-
leges

Southern Association of Colleges and Schools

Defictent

Accrediting Bureau of Health Education
Schools

Accrediting Council for Continuing Education
and Training

Association of Independent Colleges and
Schools

National Accrediting Commission of Cosme-
tology Arts and Sciences

National Assoctation of Trade and Technical
Schools

National Home Study Council

Special consideration

Acerediting Commussion for Community and
Junior Colleges, Western Association for
Schools and Colleges

The ACCJC was selected for special comment
because its only deficiency as far as the
present review was concerned was the high
collective default rates found 1in the State's
public community colleges The collective de-
fault rate of the private colleges accredited by
ACCJC wagz much lower

3 What deficiencies in standards, procedures, or

enforcement exist?

In addition to the less rigorous standards report-
ed above, the Commussion found that some of the

accrediting agencies’ procedures were also less
stringent than those required by the State
These include a longer time between aceredita-
tion gite visits than the State’s period between li-
censing reviews, lack of annual review of adver-
tistng materials, lack of review of any new own-
er’s background, and lack of a firm requirement
that all new branches be visited before being ap-
proved by some acerediting agencies

4 How effectively do the accrediting agencies re-
spond to consumer complaints, including com-
plaints forwarded by State agencies?

The Commission examined the written proce-
dures followed by each accrediting agency but
was unable to determune to any degree of satis-
faction the effectiveness of the procedures em-
ployed None of the accrediting agencies re-
quires their institutions to inform students of
the opportunity to forward complaints to the
their agency or to the State licensing agency as
1s required by the State Neither do acerediting
agencies deal with complaints that may be due
to an institution’s noncomphance with State
law The Commission believes that students
need to be informed not only of their access to
both the Council and the accrediting agency for
resolution of their complaints, they also need to
have assistance in determining which types of
complaints should be sent to which agency

Recommendations

On pages 39-40, the Commussion offers the follow-
Ing recommendations

The Commission recommends that the Legisla-
ture retain the following policy that it adopted
in Senate Bill 190 (Morgan, 1989):

The State through the Council for Private
Postsecondary and Vocational Education
shall maintain full responsibility for licens-
ing and monitoring the compliance with
state standards for all private postsecond-
ary educational institutions covered under
the Private Postsecondary and Vocational
Education Act of 1989. The Council shall
not utilize an institution’s national or re-



gional accreditation or accreditation pro-
cess in lieu of part or all of the State’s licen-
sure or licensure process.

In urging the fullest cooperation in sharing
substantial useful information between the
Council and selected accrediting agencies, the

Commission recommends that the Council es-
tablish a formal protocol for sharing informa-
tion with those accrediting agencies that have
been identified as maintaining a satisfactory
record with respect to performance criteria de-
veloped and applied by the Commission.



THIS REPORT is the third that the California Post-
secondary Education Commission has issued in the
past six years on the relationship between State li-
censure and voluntary accreditation of academue 1n-
stitutions, and by and large 1t constitutes a follow-
up to the second of them

In 1984, the Commussion 1ssued Public Policy, Ac-
creditation, and State Approval in California  State
Reliance on Non-Governmental Accrediting Agen-
cies and on State Recognition of Postsecondary Insti-
tutions to Serve the Public Interest, in which 1t re-
viewed Califorma’s use of acereditation and con-
cluded that, 1n general, “the State’s reliance on ac-
creditation deserves endorsement and continue-
tion,” but 1n certain areas, “the reliance has gone
too far, resulting in potential threats to the inde-
pendence of accrediting associations and to the pub-
lic interest in general, and leading to unnecessary
problems 1n the heretofore cooperative and con-
structive relationships between these associations
and State agencies” (p 11)

In 1989, the Commission 1ssued The State’s Rel:-
ance on Non-Governmental Accreditation A Report
to the Legislature tn Response to Assembly Concur-
rent Resolution 78 (Resolution Chapter 22, 1988), 1n
which it reviewed this policy area 1n order to deter-
mine whether any or all of the responsibilities then
delegated to accrediting agencies should be as-
sumed by the State After evaluating the stan-
dards, procedures, and resources of nine private as-
socrations that accredit most of the accredited pri-
vate postsecondary institutions operating in Cali-
fornia, the Commussion concluded that {1) accredit-
ing agencies are not uniform 1n the rigor and com-
prehensiveness of their standards and procedures,
and (2) their policy of confidentiality prohibits them
from relaying information to State or federal offi-
cials about institutional violations of State or feder-
al standards when, in the course of an acereditation
assessment, such violations are discovered (p 32)

These findings led the Commussion to recommend
that State policy be directed by the following two
guidelines

Introduction

In the aversight of private postsecondary insti-
tutions 1n California, the State should retain
and exercise 1ts responsibility for ensuring
compliance with i1ts minimum quality stan-
dards and consumer protection laws, and

The State should rely upon individual acered-
1ting agencies for purposes.of protecting the
consumer and maintaining the integrity of
degrees and other awards on an agency-by-
agency basis as determined by the appropr-
ate State agency Such reliance should be
found appropriate only when an accrediting
agency can demonstrate that its standards
and procedures substantially cover the stan-
dards and consumer protection requirements
in the State’s licensing laws and that these
are rigorously enforced This decision to rely
on an accrediting agency for this purpose
should be subject to periodic evaluation by a
responsible agency of the State (p 4)

As a result of these recommendations, in Senate
Bill 190 -- the Private Postsecondary and Vocation-
al Education Reform Act of 1989 (Morgan) -- the
Legislature established the State's full authority
over accredited private institutions by giving the
State’s licensing agency -- the newly created Coun-
cil for Private Postsecondary and Vocational Educa-
tion -- the responsibility for assessing, licensing,
and monitoring all of these institutions except those
accredited by the Western Association of Schools
and Colleges (WASC) Tt thus discontinued the statu-
tory exemption from State review of all non-wASC
accredited private institutions {n other words, as a
result of SB 190, all accredited private postsecond-
ary institutions 1n California, except those accredit-
ed by WASC, must undergo a qualitative assessment,
be approved to operate and be monitored annually
by the new Counc:l

SB 180 allows the Couneil to work cooperatively
with accrediting agencies so that 1ts workload and
the institution's expenses for parallel reviews can
be held to a munimum It provides the new Council
the authority to "utilize the resources of accrediting



agencies 1n gathering information about accredited
postsecondary and vocational institutions, includ-
ing participating as an observer on accrediting site
visits,” but 1t adds “However, this does not pre-
clude or relieve the council of 1ts responsibilities un-
der the provisions of this chapter and the council
shall retain full authority for approving all private
postsecondary and vocational institutions operating
in Califormia” (Section 94311 4)

The Commussion's 1989 study of accrediting agen-
cles was too general for 1t to make an agency-by-
agency determination about those agencies that
have the resources, policies, and practices on which
the State can rely and that would allow them to co-
operate with the new Council In AB 1993 (1989,
Farr), which 13 reproduced as Appendix A, the Leg-
1slature directed the Commussion to make that de-
termination [t called on the Commuission to recom-
mend how, and to what extent, institutional ac-
creditation might be utilized in lieu of part or all of

the State licensing review, and 1t directed the Com-
mission to follow up this initial review with subse-
quent review at {ive-year intervals

In AB 1993, the Legislature directed the Commas-
s1on to consider these 1ssues

1 Do the standards and procedures of accrediting
agencles encompass the standards and consumer
protection requirements of Califormia law?

2 Are those standards rigorously enforced?

3 What deficiencies 1n standards, procedures, or
enforcement exist?

4 How effectively does the accrediting agency re-
spond to consumer complaints, including com-
plaints forwarded by State agencies?

This document constitutes the Commission’s report
on its imitial review and its response to those four
questions



FROM 1958 TO 1989, the State of Californa per-
mitted most accredited private postsecondary 1nsti-
tutions to operate without menitoring by 1ts licens-
ing agencies 1n the State Department of Education
and the Department of Consumer Affairs -- and
without being required to meet the State’s stan-
dards for institutional licensure -- generally known
as "authorization” or “approval ” New private insti-
tutions were required to be authorized by the State
in order to begin operating 1n Californmia, but if they
eventually became accredited, they could continue
to operate with their accrediting agency serving ™in
lieu of a state licensing agency ”

The premise of this policy was that the standards
institutions had to meet in order to become accredat-
ed were higher than the standards required by the
State, and the periodic monitoring and evaluation
undertaken by accrediting agencies was more thor-
ough At the time, this premise was generally cor-
rect During this period, the State's authorization
and approval standards and its review procedures
were notoriously ineffective, and its policy of accept-
ing accreditation “in lieu of State licensure” seemed
to make good sense Besides filling the gap created
by Califorma’s weak licensing law, this reliance on
accreditation appeared to be efficient 1n that 1t re-
lieved accredited institutions of the cost of duplica-
tive evaluations by two external agencies, while 1t
also saved the State from having to expand its hi-
censing agencies in order to license and monitor
these institutions

In a sense, the State was relying on private accred-
iting agencies to do 1ts work to maintain mimymum
educational standards and provide an acceptable
level of consumer protection among accredited 1nsti-
tutions instead of holding the Private Postsecond-
ary Education Division 1n the Department of Edu-
cation or the licensing boards 1n the Department of
Consumer Affairs responsible for the overall qual-
ity and stability of these institutions To the extent
that they filled this role, accrediting agencies were
acting as quasi-governmental bodies serving in heu

The Problem

of the State in matters affecting the quality and pro-
bity of institutions

For most of this period, between 1358 to 1989, con-
sensus existed that the State's licensing agencies
should have no authority over an accredited insti-
tution unless and until it lost its accreditation, at
which time the 1nstitution returned to the oversight
of the State Department of Education or Depart-
ment of Consumer Affairs and was once again sub-
ject to the licensing standards current at that time

By the early 1980s, this consensus was breaking
down Ewidence was accumulating that the branch
operations in California of some 1nstitutions accred-
ited by their home regional accrediting association
elsewhere 1n the country were not receiving the at-
tention necessary to maintain quality As a result,
the Legislature first required these out-of-state 1n-
stitutions to be accredited by the Western Associ-
ation of Schools and Colleges (WASC) as well as by
their own accrediting agency This requirement
lasted for only two years (1983-1985) because of the
resistance from other regional and programmatic
accrediting associations and the national Couneil
on Postsecondary Accreditation (CPEC Report 85-
35) In 1985, the Legslature removed the out-of-
state institution’s exemption from State oversight
and assigned their review to the State Department
of Education -- a step that affected 14 out-of-state
institutions

In 1989, the consensus collapsed Senate Bill 190
(Morgan) — known as the Private Postsecondary
and Vocational Education Reform Act of 1989 -- cre-
ated a new Council for Private Postsecondary and
Vocational Education, a potentially stronger licens-
ing agency than that in the State Department of
Education, to review, evaluate, and license private
institutions Moreover, Assembly Bill 1402 -- the
School Reform and Student Protection Act of 1989 --
umposed rigorous consumer protection standards on
accredited vocational schools Both pieces of legis-
lation removed the statutory exemption from State
licensure that more than 350 nationally acerechted



private institutions enjoyed Only the 133 pri-
vate/independent institutions accredited by the
Western Association of Schools and Colleges (WASC)
remain exempt from State oversight, and under
Senate Bill 190, even this exemption 15 scheduled
for review by the Commussion in 1995

This change in State policy regarding the exemp-
tion of accredited institutions from licensure oc-
curred for many reasons,

¢ A number of egregious failures by some national
accrediting agencies (particularly those that ac-
credit proprietary or “for-profit” schools) to moni-
tor or act effectively against serious institutional
abuses received broad exposure in the national
press, casting doubt on the ability of these aec-
crediting agencies to manage their far-flung em-
pires,

¢ Increasing dissatisfaction with the high rate of
student loan defaults put accrediting associ-
ations’ credibility at risk,

¢ The national dialogue on the assessment of insti-
tutional effectiveness seemed to suggest ways 1n
which the State, as well as individual institu-
tions, could improve 1ts evaluation processes, and

s In California, the Attorney General filed cases
against institutions and accrediting agencies for
“Acts of Unfair Competition in Violation of Bus:-
ness and Professions Code Section 17200” in eon-
nection with some of the same types of 1llegal ac-
tivity reported in other parts of the nation

The creation of the new Couneil for Private Postsec-
ondary and Vocational Education has raised hopes
that closer monitoring can be achieved by the State
than most accrediting agencies other than wasc
have been able to accomplish Under SB 190, the
Council has the authority to “utilize the resources of
accrediting agencies 1n gathering information
about accredited postsecondary and voeational 1n-
stitutions, including participating as an observer on
accrediting site visits,” but the Legislature stipulat-
ed that “this does not preclude or relieve the council
of 1ts responsibilities under the provisions of this
chapter and the council shall retain full authority
for approving all private postsecondary and voca-
tional institutions operating in California” (Educa-
tion Code Section 94311 4) WaSC-accredited 1nsti-
tutions retain their exemption from the Council’s
authority in large part because virtually no infor-

mation has appeared indicating that they need clos-
er momtoring by the State and perhaps also because
the location of WASC's admimstrative offices within
California 1tself ensures quick access should a prob-
lem arise

Assembly Bill 1993: An effort
to fine-tune public policy

While SB 190 and AB 1402 clearly placed the re-
sponsibility for the oversight of private mnstitutions
accredited by national acerediting associations with
the new Council and prohibited 1t from delegating
1ts responsimlity to nongovernmentsl accrediting
agencies, Assembly Ball 1993 (Farr, 1989, repro-
duced 1n Appendix A) -- the source of the Comms-
sion's mandate for this study -- presents a more
measured approach It reflects a search for a closer
working relationship between the State’s licensing
agency and selected accrediting agencies, recognz-
g that there was a wide range of organizational ef-
fectiveness among the 16 regional and national ac-
crediting agencies that accredit institutions or their
branches 1n Califormia The search for & working
relationship between the State and accrediting
agencies was motivated, first, by the desire to avoid
unnecessary duplication and expense of two sepa-
rate external evaluations and, second, by the belief
that there are complementary aspects to the two
processes that taken together provide a more effec-
tive review of private institutions than either can
provide alone

The Commission’s guidelines 1n 1ts 1989 report on
accreditation were the basis for the language 1n AB
1993 which directs this further review of accredit-
ing associations These guidelines supported the
Legislature’s proscription against the delegation of
the Council’s responsibilities to a nongovernmental
accrediting agency, but, without defiming fully what
was meant, 1t suggested that the Council might rely
on some acerediting agencies for some services The
guidehines state, 1n brief

1 The State should retain 1ts licensing and
momtering authority over all private insti-
tutions in the State, and

2 The State should rely on individual accred-
1ting agencies only when 1t can be demon-
strated that the agency’s standards and pro-



cedures substantially meet the State’s stan-
dards and procedures

The Commussion’s recommendations left an unfin-
ished agenda that, as AB 1993 directs, should now
be completed Essentially, this agenda requires an-
swers to two overarching questions

1 What are the implications for the State’s new
Council of relying on an accrediting agency
while the Couneil retains the ultimate authority
for licensing and monitoring all private institu-
tions?

2 Which accrediting agencies can demonstrate
that their standards and procedures substantial-
ly meet the State’s mimimum standards and pro-
cedures?

The first of these two questions appeared to cause
little concern on the part of State policy makers as
AB 1993 made 1ts way through the Legislature, per-
haps because the State had for more than 30 years
relied on accrediting agencies A proposal to contin-
ue relying on them in some other, perhaps more
limited capacity, did not seem to raise a new issue

However, 1n the course of discussing this question
with members of the Commussion’s advisory com-
mittee for this project, accrediting commussions, and
the Commission on Postsecondary Acereditation
(copa) -- the higher education community's accred-
iting agency of accrediting agencies -- a number of
these advisors raised vigorous objections to a con-
tinuation of this policy 1n any form Several repre-
sentatives of accrediting commaissions even raised
an objection to a Commission request for them to
participate in an information gathering process
that might ultimately lead to one or more aceredit-
ing associations being designated by a Califermia
State agency to serve "in lieu of State licensure” 1n
any capacity Dr Thurston E Mannmng, Executive
Director of COPA, held that the potential results of
such cooperation

could result in imposing on the accrediting
body the legal obligations imposed on a state
agency, such as open meetings, due process pro-
cedures as specified 1n state statutes, shielding
of a bankrupt institution from removal of a li-
cense provided by a state agency, etc At the
same time, the accrediting body would receive
none of the advantages of a state agency, such
as legal advice and defense provided by the
State, State assumption of agency liability for

actions, and State police powers 1n investiga-
tion In short, if a private acerediting body
were found to be engaging 1n state action its ac-
tivities would be deeply and adversely affected
without commensurate reward (Letter to COPA
accrediting bodies, February 8, 1990 )

The potency of the 1ssue was reduced when the
Commission pointed out that SB 190 prohibited the
Council from delegating 1ts responsibility to the ac-
crediting associations Every association with insti-
tutions in the State ultimately participated 1n the
Commission's review, but they remain wary of any
relationship with the State that might compromise
their autonomy

In AB 1993, the Legislature directed the Commus-
sion to consider the following 1ssues 1n 1ts review of
the accrediting associations

1 Do the standards and procedures of accrediting
agencies encompass the standards and consumer
protection requirements of California law?

2 Are those standards rigorously enforced?

3 What deficiencies 1n standards, procedures, or
enforcement exist?

4 How effectively does the accerediting agency re-
spond to consumer complaints forwarded by
State agencies?

These questions were developed 1n the expectation
that their answers would indicate which acerediting
associations the State could substantially rely on
“in l1eu of licensure ” As the conclusions to this re-
port 1ndicate, the questions were umimportant, but
for a shightly different purpose than originally in-
tended

In addition to the foregoing questions, the Comms-
sion also inquired about the accrediting associa-
tions’ policies regarding the sharing of information
with a State agency The Commission’s methodolo-
gy, the scope of 1ts analysis, and the names of mem-
bers of its advisory committee for this project are
listed 1n Appendix B

Limitations of the review

The information utilized in this study was almost
entirely that which could be obtained through the



mail or at advisory committee meetings The small
number of Commission staff and the limits on other
resources meant that most of the processes of the 16
accrediting associations such as the site visits and
association meetings could not be reviewed first-
hand Although much information was collected on
the pohicies and procedures of handling student
complaints, the Commission was unable to deter-
mine 1n any systematic way how effective the ac-
crediting agencies’ complaint procedures are

In this report, the Commission points out certain
fundamental differences between state licensure
and nongovernmental accreditation that affect
cooperation between their representatives in doing
institutional evaluations It also identifies a num-
ber of new Califorrua State licensing standards that
are consistently more rigorous than those found
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among the accrediting agencies But the Commis-
sion was unable to assess how well the new Couneil
will enforee those standards because the Council did
not assume its responsibilities for this task until
January 1, 1991 -- long after the data collection for
this study was completed

Thus, while the Commisgion can report that some of
California’s new licensing standards 1n statute are
often more rigorous than some accrediting stan-
dards, there 1s no evidence at present to indicete
that the Couneil's application of these standards
will result in a mgher level of practice than that up-
held by the accrediting associations This determu-
nation should be made over the next few years as
the Commussion carries out 1ts tasks of reviewing
accrediting agencies and evaluating the work of the
Council



The Language of State Oversight
2 and Nongovernmental Accreditation

Licensure and accreditation

Institutional licensure and accreditation are not
Just similar institutional evaluation processes that
happen to be sponsored by different types of agen-
cies They are, 1n fact, quite different in objectives
and, even more fundamentally, different in the
bases of their authority The variety of terms used
referring to licensure and the similarity of some of
the hicensing and accrediting procedures tend to cre-
ate the impression that the various actions we know
as authorizing, approving and accrediting, to name
a few, are only somewhat different planes of the
same generic activity -- institutional evaluation

They are not, as this section will show, and 1t 15 de-
sirable for the State’s public policy and practice to
be clear on this peint

This section discusses first the various terms associ-
ated with state oversight of private institutions and
then identifies some of the critical differences be-
tween licensure and accreditation These differ-
ences are especially important in the decisions
about whether, how, and how much the State’s li-
censing processes should rely on accreditation proc-
esses

The terms that occasionally provide some problem
in our discussions of state oversight of private post-
secondary 1nstitutions include charter, license, reg-
ulate, approve, authorize, monitor, and inspect Even
the term accredit 18 sometimes inappropnately ap-
plied to state licensing activities, although there 1s
a fairly strong national consensus that this term
should be used only to refer to the oversight respon-
sibilities of private accrediting agencies (Orlans,
1975, p 6)

Ths difficulty in communication is caused by sever-
al factors

1 California’s regulatory policies affecting private
postsecondary institutions have changed consid-
erably over the 140 years of its history and they

are now undergoing one of the most substantial
changes 1n 1ts entire history

2 The wide diversity of private postsecondary in-
stitutions (aceredited/nonaceredited, for profit/
nonprofit, degree-granting/vocational, etc ) gen-
erally included 1n present discussions of emerg-
ing state policies tends to get overlocked, and
terminology that 18 appropriate for one type of
institution may be used less appropriately for
other types

3 The type and extent of state oversight of private
postsecondary institutions vary considerably
from state to state, and the terminology used to
describe the various modes of state oversight 1s
not used consistently throughout the United
States

Chartering and licensing institutions

In the past, State statutes made a distinetion be-
tween chartered and licensed nstitutions that fol-
lowed the common meaning of the terms

charter (n) a document, 1ssued by a sovereign
or state, outhining the conditions under which a
corporation, colony, city, or other corporate body
18 organized, and defining the formal organiza-
tion of a corporate body, (v t) to establish by
charter tocharter a bank

license (n) formal permission from a govern-
mental or other constituted authority to do
something, as to carry on some business or pro-
fession, (v t ) to grant authoritative permission
or license to Related to Latin word meaning
"to be allowed to” (Random House, 1987, pp
349 and 1109)

If a distinetion can still be made 1n the appropriate
usage of these two terms, 1t 1s that the word charter
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relates to the State’s authority to define the cond-
tions under which an enterprise may be established
while the term license relates to the State’s author-
1ty to define the conditions under which an enter-
prise or an individual may engage in & particular
activity over a given period of time Both aspects of
the State’s authority involve setting standards or
criteria in statute or regulation, but the implication
of the word charter 13 that these cond:tions are fixed
-- that is, a part of the charter contract -- while 11-
censing standards deal with ongoing activities that
may change

Chartering 1n California

In Califorma, colleges founded under the earliest
statutes (e g , the Act of 1850) appear to fit the defi-
nmtion of “chartered institutions” the statutes out-
lined the organizational structure, the si1ze and com-
position of the governing board, the financial erite-
ria required to begin operations, and the education-
al domain in which the institution was to operate
No regulations were enacted at the time, and for
some peried of time the original conditions upon
which the institutions were chartered were the only
laws governing their operations Over the subse-
quent century and a half the statutes were revised
and became considerably more regulatory (1 e , pre-
scriptive with penalties for noncompliance).

There is a constitutional basis for observing some
care 1n the regulation of chartered educational in-
stitutions The case of the Dartmouth College
Trustees versus Woodward has specizl relevance

In 1819, following Dartmouth College's challenge of
the New Hampshire legislature’s efforts to restruc-
ture the Board of Trustees, the US Supreme Court
found that the 1769 charter granted by the Crown
to the Trustees of Dartmouth, a corporation, consti-
tuted a contract protected by the Constitution and,
thus, was beyond the power of the New Hampshire
legislature to abrogate or amend

Statutory language passed by the California Legis-
lature 1n 1927 and again 1n 1939, which amended
the Civil Code sections affecting degree-granting
institutions, shows the Legislature's careful avoid-
ance of changing the provisions under which edueca-
tional institutions founded prior to that time were
to operate
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No person, firm, association or corporation oth-
er than a corporation incorporated under the
provisions of this title, shall have power to con-
fer academic or professional degrees This pro-
vision shall not apply to any umiversity, college
or seminary of learning which has been char-
tered under existing laws as an educational in-
staitution with the power to confer degrees, or to
any umvergity, college or seminary of learning
which has heretofore been given, or whose
trustees have heretofore been given, the right
to exercise corporate powers and privileges by
special legislative act (California Civil Code
Section 651a, 1927)
[

This section shall not apply to any university,
college or semunary of learning which has here-
tofore been given, or whose trustees have here-
tofore been given, the right to exercise corpo-
rate powers and privileges by special legisla-
tive act or which has been chartered under ex-
isting laws as an educational institution with
the power to confer degrees and has been con-
tinuously, since the first day of January, 1939,
offered regular resident courses of instruction
insuch subjects and regularly conducted classes
therewn (Califorrua Civil Code, Section 651a,
1939)

In each of the years cited above, amendments of a
regulatory nature were added, and the institutions
chartered prior to that year were exempted from
these new provisions In 1927, for example, lan-
guage was added requiring institutions chertered
under the new law to

file annually with the superintendent of
public instruction a verified report showing the
number of students of said corporation, the
courses of study offered by said corporation, the
names and addresses of the teachers employed
by said corporation, the subjects taught by
them, the degrees, 1f any, granted by said corpo-
ration and to whom granted, the curricula upon
which such degrees were granted and any other
information concerning the educational work
or activities of said corporation that may be re-
quired by said superintendent of public instruc-
tion (California Cival Code, Section 651b, 1927)

In California the use of the term chartered 1n con-



nection with educational institutions established
hefore 1958 1s virtually synonymous with tncorpo-
rated From 1850 — the year in which the first stat-
ute providing for the founding of degree-granting
institutions 1n this State was passed -- to 1958, the
only way a college or university could be estab-
lished was to become ncorporated as a non-profit
corporation, therefore, referring to degree-granting
institutions founded prior to 1958 as "chartered 1n-
stitutions” may be appropriate, but this status does
not preclude the Legislature from imposing new
regulations governing the operation of these 1nsti-
tutions

Currently, prevailing legal opinion holds that cor-
porate (or charter) status does not shield an institu-
tion from the burden of newly imposed regulations

All grants of corporation status (and resulting
privileges) are subject to legislative amend-
ment and repeal This power of the state is 1m-
plied generally, subject to reasoneable due proc-
ess and "grandfather”-privilege continuation 1n
proper cases (Oleck, 1988, p 362)

The consequence of this position 18 that there 1s at
present no practical distinction between a chartered
institution and a licensed 1nstitution where the 1s-
sue of governmental supervision and regulation are
concerned

Licensing nstitutions in California

The State’s provisions for licensing private postsec-
ondary 1nstitutions have a history that 18 different
from those for its chartered colleges and univers:-
ties A licensed institution is one whach 18 subject to
periodic review by the State under standards and
procedures that may be amended by the Legisla-
fure The California Legislature changed the policy
of licensing institutions 1n 1958

A person, firm, association, partnership or cor-
poration [may be| authorized by the Superin-
tendent of Publie Instruction to 1ssue specific
diplomas (1 e, degrees, certificates or tran-
scripts) Such permission shall be granted upon
a year-to-year basis by the Superintendent of
Publie Instruction upen the submission of infor-
mation to him that the courses of instruction,
and the faculty or requrements of such appli-
cant will afford students or require of students

a course of education comparahle to that bheing
furmished by persons, firms, associations, part-
nerships and corporations offering similar in-
struction and complying with other subdivi-
sions hereof (Califormia Education Code, Sec-
tion 242086 (), 1958)

Prior to 1958, “for profit” vocational schools were li-
censed under rules contained in the Business and
Professions Code In a sense, the Amendments of
1958 began the legislative process that finally
brought the oversight of private vocational schools
and private degree-granting schools together under
one statute As a result, references to hospital
schools [icensed under the Health and Safety Code,
vocational schools approved by a licensing board un-
der the Department of Professional and Vocational
Standards, institutions accrediied for teacher train-
ing by the State Board of Eduecation, institutions
approved by the Bureau of Readjustment Education
of the Department, of Education, as well as the de-
gree-granting institutions authorized by the Super-
intendent of Public Instruction (mentioned above) all
reflected a licensing mode in which annual (or at
least periodic) reports and a renewal of an institu-
tion’s license would be required

A remnant of the old chartering law continued in
the 1958 statute a provision allowing for a corpora-
tion to be formed for educational purposes and con-
fer diplomas 1f 1t submuitted an affidavit stating that
the corporation owned property in an amount not
less than $50,000 (California Education Code, Sec-
tion 24206 (a), 1958) But the venerable chartering
law was so emasculated (1t no longer contained any
reference to trustees, nonprofit status, courses of
study, faculty, moral conduct, all covered by the Act
of 1850 and 1ts subsequent permutations) that it did
not even require the annual reporting that kept li-
censed institutions in touch with their licensing
boards and the Superintendent of Public Instruc-
tion

In one sense at least, the 1958 statute was the nadir
of lawmaking affecting private postsecondary insti-
tutions in California It not only set the stage for
the diplema-mil! era by providing for the $560,000
schools to operate for profit without mortoring by
the State, 1t provided a definition of diplomas which
treated degrees, vocational certificates and tran-
scripts as 1dentical documents, introduced all of the
varwous terms approved, licensed, authorized, and

13



accredutedtalicized in the above paragraph without
making any distinction among them, and provided
the opportunity for individuals to establish profit-
making degree-granting institutions without estab-
lishing any standards for their operation

In brief, the 1958 statute borrowed the language of
State licensing used for regulating private for-profit
vocational schools and introduced it into the over-
sight of degree-granting institutions Institutions
of all types were authorized, approved, licensed, and
even “accredited” by the same State licensing
board This meant that in contrast to the rather
static relationship between chartered institutions
and the State, the privilege to operate a licensed 1n-
stitution was reviewable under rules that would
change from time to time

While the 1958 change 1n public policy allowed for-
profit degree-granting colleges and universities to
be formed and this policy seems to have led over
time to an increase 1n regulatory statutes, the dis-
tinctions between nonprofit and for-profit institu-
tions tended to become overlooked In fact, 1t was
not until 1989 that the distinction again became
recognized in statute In this year, nonprofit status
became a basis for several important exemptions 1n-
cluded 1n both Assembly Bill 1402 (Waters) and
Senate Bill 190 (Morgan)

1 Section 94316 1 (a) This article applies to pri-
vate postsecondary educational institutions oth-
er than institutions that (1) are incorporated and
lawfully operate as nonprofit public benefit cor-
porations pursuant to Part 2 (commencing with
Section 5110) of Division 2 of Title 1 of the Cor-
porations Code and are not managed or admims-
tered by any entity for profit  [Note This lan-
guage exempts a vocational school from having
to meet the rigorous requirements of Article 2 5
of Chapter 3 of Part 59 of the Education Code ti-
tled "The Maxine Waters School Reform and
Student Protection Act of 1989 7}

2 Section 94302 (t) The following are not con-
sidered to be a private postsecondary or voca-
tional educational institution under this chap-
ter:

(6) A nonprofit institution owned, controlled,
and operated and maintained by a bona fide
chureh or religious denomination

3 Section 94303 Articles 1 5 and 2 of this chapter,
subdivision (¢) of Section 94320, (et alia)  shall
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not apply to institutions which are accredited by
the Western Association of Schools and Colleges
and are either (1) incorporated and lawfully op-
erate as nonprofit public benefit corporations
pursuant to Part 2 of Title 1 of the Corporations
Code and are not managed or admirustered by
any entity for profit

In all three cases, the nonprofit status 1s significant
In exempting from important licensing require-
ments the institutions holding such status This
policy echoes that of the State’s earlier chartering
law under which nonprofit status was the only form
of organization allowed and during which the regu-
latory aspects of State law were minimal

Similarities and differences
between accreditation and state regulation

To the casual observer of voluntary accreditation
and state regulation, the two processes seem quite
similar Both are based on a comprehensive set of
standards that must be met by institutions, and
both require some periodic review of these institu-
tions, 1ncluding a site visit, to determine whether
they are complying with those standards Nonethe-
less, the two processes differ markedly in (1) the
source of their authority, (2) the homogeneity of the
institutions covered in the process, (3) the geo-
graphic scope of their activities, (4) the primary em-
phasis and objective of their evaluation process, and
(5) the consequences to the institution of their affir-
mative and adverse decisions

1 Source of authority

Accreditation Accreditation 1n postsecondary edu-
cation 15 a self-regulatory function conducted by pri-
vate, incorporated nongovernmental associations of
educational institutions Accrediting associations
are governed by boards composed prumarily of rep-
resentatives from their member institutions or
trade assoctation The United States Secretary of
Education requires that, as a eriterion for continued
“recognition” by the Secretary, the accrediting
board must 1nclude "representatives of the public 1n
its policy and decision-making bodies, responsible
for its accrediting activities or for the retention of
advisors who can provide information about 1ssues



of concern to the public” (United States Department
of Education, 1988)

State regulation State licensure of postsecondary
educational institutions 1s a governmental function
conducted by a State licensing agency Licensure 1s
carried out under the State’s authority in the Tenth
Amendment of the United States Constitution Un-
der Californua’s Private Postsecondary Education
Reform Act of 1989, the State’s licensing laws are
administered by the Council for Private Postsecond-
ary and Vocational Education, whose members are
appointed by elected State officials and, through
this means, are directly accountable to the people of
California

2 Homogenewty of institutions

Accredutation  Accrediting associations tend to
serve groups of institutions which offer similar pro-
grams and possess similar types of expertise A cer-
tain homogeneity of membership enabtes these as-
sociations to carry out their peer evaluations with a
degree of consistency that would be more difficult to
obtain if they were required to solicit evaluators be-
yond their membership

State regulation In California, the scope of the
State licensing agency’s authority extends to all pri-
vate postsecondary institutions operating within
the State’s boundaries except those exempted from
Chapter 3 of the Education Code 1t covers a wide
variety of institutions which include both degree-
granting (undergraduate and graduate), some reli-
gious institutions, vocational schools, and continu-
g education programs

3 Geogrophic scope

Accreditation ‘The geographie scope of the institu-
tional membership of accrediting associations ex-
tends beyond state boundaries 1t 1s either regional
or national in reach and some accrediting bodies,
such as the Association of Theological Schools in the
Umnited States and Canada, accredit institutions 1n
Canada and other countries

State regulation By definition, state regulation
covers only those institutions operating within the
state States differ, however, \n the extent to which
they regulate the out-of-state operations of institu-
tions headquartered in them

4 Primary emphasis and objective

Accreditation The primary emphasis of accredita-
tion standards differs markedly from licensing reg-
ulations To promote integrity and quahty among
postsecondary 1nstitutions, these assoclations es-
tablish threshold standards that must be met for
membership After the institution 1s accredited, 1n-
stitutions are expected to devote themselves to pert-
odic self-evaluation and peer review This 18 the
primary emphasis of the acerediting process con-
tinuous self-evaluation and upgrading of the qual-
tty of the education program As a resuit, accredita-
tion standards tend to be stated in broad, flexible
guidelines that can be applied to applicant institu-
tions as threshold requirements and may also be
used as goals for instituticnal improvement after
mitial accreditation 1s awarded Besides helping to
umprove the quality of institutions, accreditation
enables students to transfer to another accredited
institution with less difficulty than they might from
an unaccredited school and enables students to ob-
tain federal financial loans

State regulation The primary objective of State li-
censure is to ensure that institutions and the 1ndi-
viduals employed by them comply with minimum
standards of quality and consumer protection The
State requires continual compliance with every as-
pect of the law, the institution 1s subject to ongomg
monitoring by 1ts licensing agency

5 Consequences of decisions

Accreditation IF an institution does not comply
with one or more of an accrediting agency’s stan-
dards, the sevegest action the agency can take
against the institution is to remove 1is accredita-
tion Accreditation agencies do not levy fines, seek
legal action against their members, or require an
institution to close Since accreditation 18 a condi-
tion attained by institutions, not individuals, there
are no individual sanctions which may be imposed
upon an individual a5 a result of noncompliance
with accreditation standards

Both the federal government and state govern-
ments use accreditation as “reliable authorities as
to the quality of training offered by institutions and
programs " In California, various State agencies re-
quire a degree or other traimng from an accredited
institution as an indicator of satisfactory prepara-
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tion for a professional licensure examination or for
employment The current i1ssue regarding the use of
accreditation "in lieu of state licensure” of an 1nst1-
tution goes beyond the use of accreditation as an 1n-
dicator of quality It deals with the question of
whether California should continue to use private
accrediting agencies as its policing arm for protect-
ing 1ts citizens from fraud and misrepresentation 1n
private postsecondary institutions The State con-
tinues this practice by delegating authority to the
two cornmissions of the Western Association of
Schools and Colleges (wasC) all responsibility for
maintaining standards among the WASC members
and exempting these institutions from State licens-
ing laws As a result, individuals such as owners,
admimstrators, and recruiters of WASC-aceredited
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wnstitutions who would otherwise be covered under
various sections of the 1989 Reform Act are also
exempt from the law

State licensure An institution cannot operate le-
gally unless 1t has received an affirmative decision
by the State’s licensing agency The most stringent
action the agency can take against an institution --
removal of its license to operate -- results 1n closure
of the institution In addition, the licensing agency
has the authority to levy fines Under the 1989 Act,
a person or private postsecondary institution that
does not comply with the standards and other provi-
sions of the law may suffer a fine of up to $50,000,
and individuals may be imprisoned



Legitimate State Interest in Regulating
Private Postsecondary Education

REGULATING private postsecondary institutions
15 one of several fundamental provisions the State
malkes for ensuring that adequate postsecondary op-
portumities are available to its citizens The pur-
poses of the regulations are (1) to set minimum
standards of educational quality and consumer pro-
tection below which institutions are not allowed to
operate and (2) to provide students a recourse
through law if the advertised and contracted ser-
vices are not provided The specific needs, problems
and areas of potential abuse addressed by the Legs-
lature are termed the “legitimate interests of the
State ”

State interests underlying licensing statutes

The State interests on which California’s licensing
statutes are based are explicitly detailed in legisla-
tive intent language found in Education Code Sec-
tions 94301, 94316 and 94316 05 Briefly stated,
these interests include protecting citizens from sub-
standard educational operations and unethical, un-
fair and fraudulent business practices

Legislative concern with educational quality and
ethical practice in private postsecondary institu-
tions can be found in the earliest statutes governing
the chartering of degree-granting institutions in
this State, but a rapad growth 1n regulatory statutes
based on these concerns can be seen to parallel the
develepment of two 1mportant conditions 1in which
marginal private postsecondary institutions have
thrived during the past decades {1) allowing for-
profit ("proprictary”) postsecondary institutions to
grant degrees, and (2) subsidizing student enroll-
ment through State and federal student financial
aid The former condition provided opportunity and
motivation to abuse the profit-making privilege,
and the latter condition increased the rewards for
breaking the law

The growth of proprietary schools in California be-
gan to increase rapidly after 1958, 1n part because
the Legislature 1n that year amended the Education
Code to allow for-profit degree-granting colleges to
operate 1n the State Prior to this year, proprietary
schools could exist as vocational institutions, but
private degree-granting institutions were required
to incorporate as non-profit entities The opportum-
ty to start a "mom and pop” unuversity with as hitle
as $50,000 1n assets, offer substandard education (or
no education at all) and pocket the "profit” in-
creased the motivation for fraudulent activities in
this segment of proprietary education But few pro-
prietary degree-granting institutions became ac-
credited Therefore, these unaccredited institutions
are not a part of this study

The State has always allowed for-profit vocational
schools to operate within 1ts borders Where a State
interest 1n the health and safety of 1ts citizens was
clearly apparent, State regulation also existed, and
a licensing board -- generally housed 1n the State's
Department of Consumer Affairs (or in one of its
predecessor agencies) -- provided the oversight of
the licensed schools The year 1958 was also a year
of change for proprietary vocational schools 1n Cali-
forma, for in that year the private postsecondary
bill that allowed proprietary degree-graniing 1nsti-
tutions to operate in the State began the move to
centralize private institution licensure under one
agency the Bureau of School Approvais -- more re-
cently titled the Private Postsecondary Education
Division -- of the State Department of Education

Over the past several decades, a large number of
California's proprietary schools have become ac-
credited and have gradually increased their partici-
pation in federal programs During the 1950s and
1960s, veterans who were students at these schools
could receive G I benefits These schools’ time-ef-
ficient programs were 1mmensely popular with the
veterans, this populanty helped to bolster the pro-
prietary schoois’ efforts to become eligible to partici-
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pate in other federal programs including student fi-
nancial aid programs

In 1972, with the passage of the federal 1972
Amendments to the Higher Education Act, students
at proprietary schools that were accredited by an ac-
crediting agency recognized by the United States
Commissioner of Education were allowed to partici-
pate in most student financial a:d programs funded
under this Aet The first three national accrediting
associations to be recognized by the Comrmissioner
were the National Association of Trade and Techni-
cal Schools, the Association for Independent Schools
and Colleges, and the National Home Study Coun-
el

Without doubt the most prominent cause of the in-
creased regulation of accredited proprietary schools
in the State has been the abuse of the federal stu-
dent aid programs by a number of these institu-
tions

Agsembly Bill 1402 expressed the situation in these
words

The Legislature further finds and declares that
many students who enroll in these schools pay
their tuition from the proceeds of loans and
grants guaranteed or provided by the State and
federal governments Students who leave
schools before the completion of instruction, of-
ten because of misrepresentations and 1nad-
equate wnstruction, do not receive adeguate re-
funds of tuition for the instruction not received
Students remain lhiable to repay student loans
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but are frequently unable to do so in part be-
cause they were unable to obtain the proper
educational preparation for jobs (Education
Code Section 94316)

Conclusions

In general, a review of the State’s interests underly-
ing the regulation of private postsecondary institu-
tions leads to two inescapable conclusions

e The first 13 that while substandard educational
operations, unethical, unfair and fraudulent
business practices may be found in a variety of
educational environments, the Legisiature has
shown a particular concern for ensuring that pro-
prietary institutions -- both degree-granting and
vocational -- be required to meet minumum stan-
dards of good practice in both the educational and
business sides of their operations

* The second conclusion is that the availability of
federal and State student financial aid has 1n-
creased the urgency for the State to have strong
consumer protection laws governing aceredited
proprietary institutions Available aneedotal in-
formation strongly suggests that the most egre-
gious offenses against good educational practice
and ethical and legal business operations tend to
occur n tnstitutions where both the profit motive
and federal funds are present



4 Differences Among Accrediting Agencies

CALIFORNIA’S standards and procedures for Ii-
censing private postsecondary institutions are con-
tained in statute created by Senate Bill 190 and As-
sembly Bill 1402 in 1989 and subsequent “trailer
legislation” passed in 1990 These new statutes are
quie extensive and detailed Assembly Bill 1993
directed the Commuission to determine how fully
each individual accrediting agency's standards and
consumer protection requirements encompass the
standards and procedures prescribed 1n statute In
doing this, the Commussion focused 1ts investigation
on the following seven criteria

1 The completeness and rigor of accrediting stan-
dards covering the State's licensing interest in
the areas of institutional stability, institutional
integrity, and consumer protection,

2 The accrediting agency's requirement of an an-
nual report, its completeness in comparison with
that required by the State, and the level of finan-
cial reporting 1n the annual report,

3 The weighted average student loan default rate
for the institutions accredited by each associ-
ation,

4 The number of student complaints per accredit-
ing agency that are recewved by the State’s hr-
CensIng agency,

5 The number of cases currently filed by the Attor-
ney General against institutions accredited by
each acerediting agency,

6 The number of limitation, suspension, and ter-
mination actions against the accrediting agen-
cy’s institutions taken by the California Student
Ard Commussion, and

7 The degree of cooperation offered by the accred-
iting body as determined by 1ts willingness to
share such information as copies of team reports,
substantive change proposals received from
their Califormia institutions, and consumer com-
plaints about 1nstitutions 1n this State

In the first criterion, the Commission defines the

terms institutional stabelity, institutional integrity,

and consumer protection as follows

o Institutional stability means, in this context, fi-
nancial solvency and responsibility, including
both the standards required of accredited mstitu-
tions and the procedures used to secure the infor-
mation about how those standards are met

e Institutional integrity covers accrediting stan-
dards relating to the full and accurate represen-
tation of the institution to 1ts constituencies, in-
cluding the honesty of its advertising and the in-
tegrity of 1ts recruitment practices as well as the
character of 1ts leadership

¢ Consumer protection involves the standards or
rules governing the treatment of students in
their contractual relationship with the institu-
tion, including requirements dealing with con-
tract disclosure requirements, the cooling-off pe-
riod, the refund policy, student tuition refund
policy, and student complaints

Display 1 on pages 20-23 summarizes the Commis-
sion’s findings regarding all seven criteria for 14 of
the acerediting agencies that currently provide the
sole accreditation for one or more institutions in
Cahforma (Not included in that display are spe-
cialized or programmatic accrediting agencies that
only accredit programs or divisions of regionally ac-
credited institutions and the Committee of Bar Ex-
aminers of the California State Bar, which is nei-
ther a regional nor nationally recogmzed accredit-
ingagency )

The following paragraphs compare California’s new
laws with relevant standards of the acerediting
agencies on the three major policy areas of institu-
tional stability, institutional integrity, and consum-
er protection

(text confiniies on poge 24)
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DISPLAY 1
Accrediting Accrediting
Accrediting Commussion  Commussion
Bureau for for Senor
of Health Commumty Collegesand
Education  and Jumor Unwveraities,
Characterstic Schools Colleges, WASC WASC
Ingtitutions
Accredited
Nationally 177 155 143
California 23 142 135
Length of Tume Siz Five Eight
Between years years years
Reviews maximum
Instuutional Stability
Type of Interim Annual Annual Five-page
Monutoring report report without annual
without audited report form
financial financial due each
data statement March 10
Fiscal Reports No Yeas, Yes
Required to be annually
Audited
Accreditation No No No, unless
Transferable CK to the
to New Owners Substantive
Change Commutte
All New Yes Only 1f the No, unless the
Branches Commusaion  Substantive
Ara Visited deems it Change
necessary Committee
requures it
Institutional Integrity
Qualifications Institution Staffmustbe Staffmustbe
of Executive must "quahfiedby “qualified by
or Owner havea traimngand  tramming and
“qualified  experience efpenence
admumstrative to achueve to ennble the
gtaff.” and promote  accomplish-
the educational meant of
objectivea of the 1nstitutional
wmstitution " purposes.”
Honesty of Yes 16 Promotional Representations
Advertising itema statements  to prospective
required must be students
verifiable must be
accurate
Integrity of Yes Field Representations Oral commu-
Recrutment staff must be to prospective nicationa
controlled  studsnts are must be as
consigtent with  accurale as
inatitutional written
practices. materials
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Accrediting
Counal for Amerncan
Continuing Association

Education of Bible
and Traiung Colleges
414 23
67 6
Varnable Irntial five
fromone  years,ten years
to five years. thereafter
Annual Annual
report report,
with with audited
statistical finaneial
analysis statement.
No, Yes
except when
requested
No No, unless
OK following
substantive
e change raview
Yes Yes,Witi1sa
major substantive
change
Nospecfic Adminstrative
qualifi- officers must
cations, “be quaified
but mdividuals
“programs who offer
must be adminmstrative
capably and experiise in
responsibly  their particu-
managed " lar area of

responsibuity "

Advertising Communicstion
makes “only with
justafiable prospective
and students must
provable “exhib:t the
claxms.” highest levels
of integrity "

"Recruiting Communication
personnel, f with prospective
employed, make studenis must

only justifiable  “exhibit the
and proveble highest levels
claumsg ” of integrity ™

Selected Characteristics of Accrediting Agencies Operating in California

American
Osteopathic
Association

Seven
years

Annual
report with
audited
financial
statement

Yes,
annually

No

Yes, i1t 18
2 majyor
substantive
change

Chief
operating
officer
must
have an
earned
ostecpathic
degree

Assoclation
of
Independent
Colleges
and Schools

937
78

Six
years

Annual
report without
an audited
finaneial
gtatement.

Yes

Yes

Sheet
of data
required on
administrator’s
prior
education
and experience

"A catalog and/ Promotional
or other appro-  literature
priate documenta® must be
must be "factual with
published respect to
services offered
or benefita
received "
No "Recruiting
specific shall be
standard. ethical and
compatible with
educational
objectives.”



Association of
Theclogieal
Schools Council
in the on
United States Churopractic
and Canada Education
159(U 8) 15
18 5
Ten Five
years years
mazimum
Annual Semi-annual
report with reports and
audited meetings
financial with the
statement Counal
Yes, Yes,
annually annually
No No
specafic
standard
Yas No
apecific
standard
“Adminis- Board must
tratave select a
officers “wall-
adequate 1n qualified
number and chief
ability to admin-
administer the  1strator "
wnstitution ”
Disclosure No
and Confiden- specific
tial Policy standard
now 15 part
of standards
No No
specific specific
standard standard

Foundation

for
Interior
Dealgn
Education
Research

90
11

Three or

91X years

Bienmal
report

No
specific
standard

Yes

Ne, but
“quality
of the
faculey”
of
concern

No
speaific
standard

No
specific
standard

National MNational
Accrediting  Association North
Commssion of Trade National Central
of Cosmetology and Home  Association
Artaand Techoical Study of Colleges
Sciences Schools Council  and Schools
1,776 1,243 T3 936
228 197 15 15
Variable Five Five Notfixed, butfive-
from one to years years, yearmax for
five years imtial accred ,
ten-year max
thereafter
Annual Annual Annual Annual
report report. report without reports,
an audited required
financial addresaing
statement. specific areas
Na, except Yes, Yes, Yes,
if fiscal annually mibially  annually if
prablems andifthe the vimting
are apparent Council team
wants requests 1t
No, unless Yes, No Yes, but with
oK following  although aveluation visit
substantive NATTS scheduled 1n
change review will review one year
Yes Yes N/A Yes, typieally,
No branches but not al-
oxlet  ways required
“Manage- “Admunis-  "Top Only the
ment trative adminis- academie
personnel” personnel trators  credentials
must be haveestab-  possess of admin-
"knowledge hished appropriate igtrators
able ™ records back- muat be
of integrity” grounds, pubhshed
and proper  quabfica-
qualifi- tions, and
cations. experience "
Policy prohubits "Advertusing "Clearand Pubhca-
“fraudulent, matenals provable tions
deceptive, mis- are truthful stataments™ must
leading or and avold arerequred contain
false™ leaving any and cannot Taccurate
advertiming false”i1deas  offend nfor-
public mation ”
officials
"Student 11-pomnt Institution Admissions
recrutment  standard must  policies must
reflectssound onstudent controlits  be consia-
ethucal and reclut- field repre- tentwith
legal practices ™ ment. sentatives 1nst rnise

Northwest
Association
of Schools

and Colleges

147
3

Accred
must be re-
affirmed at
least every
five yoars

Annual
reports
on changes

Yes, mually
and every
five
years

No

Yes

Professonal
training and
exporience
of principal
admiustrative
officers s
of interest
to the
Association.

"All state-
ments
should be
clear,
factually
sccurate, and
current ”

Unscru-
pulous
recruitment
must be
avoided.

Southern
Asgoclation
of Colleges

and Schools,
Compussion

on Colleges

176
7

Ten
years

Annual
reports
on changes
dunng
the year.

Yes, every
ten yoars
and on the
Associetion’s
request

Yes, but
the
Agsociation
will review

Yes

Adminigtra-
tive officers
must pos-
sess creden-
tialg, ex-
perience
and/or dem-
onstrated
compstence.”

*Publication
policies
must exhubit
integrity
and respon-
sbity.”

Institution
must "insure
integrity in
all 1ts opera-
tions.”

tcomdthuad}
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DISPLAY 1 (continued)

Accrediting Accrediting
Accrediting Commussion  Commission
Bureau for for Senwor
of Henlth Commumty  Collegesand
Education  and Jumor Universities,
Charactaristic Schools Colleges, WASC WASC
Consumer protechon
Refund Policy Yes Poley must be
Required Students  clearly stated be precise,
mustbe  andconsistent accurate,
notified on with ACE and
registration policy current
Clanty of Yes Chaoges  Student
Contract must be obhgations must be
with reviewed must be precise,
Students by the Bureau. clearly accurata,
stated and current
Proviswon for No No No
Students to submut
Complaints to an
External Agency
Posting of That No No No
Provision Required
Complaint Rate None 03 06
During 1989 (Accred 1*
Complaints During  Eight Four Eight.
Early 1989 (PPED)**
Other charactersiics
Student Loan 329% 34 4% 12 6%
Default Rate
Pending Ceses One None None
Brought by the
Attorney General
Adverse Student None None None
Aid Commuissien
Actions, 1986-1690
Rehance Yes. "Properly Yes Yes
on State licensed or
Licensure chartered "
Team Report Report Report Report
Shared with anavailable released with released with
State Licensing without wmstutution’s  nsttution’s
Agency subpoena approval approval
Jownt Vigits No, but state Not Not
with State agency applicable. applcable
Licensing observer may
Agency participate

Accrediting
Couned for

Continuing
Education

and Trawning

Pohey must Explicitly stated,

fairand
equitable refund

pohey

Representations Enrollment

agreements
"match
standardly
accepted
practicea”
and are clear

Yes.

Yes

Unknown

Eleven

32 0%

Two

Five

Yes

Report
released wath
nstitution’s
approval

No, but state
agency
observer may
participate

Asgoclation
American of
Asggoclation American [ndependent
of Bible Osteopathic Colleges
Colleges Association and Schools
Policy Policy Yes
requred to required to “defirute,
be stated be stated equitableg, and
n the i the eatablished
catalog cetalog refund policy ”
No Rights and Yes alCS
specific responsibilities  reviews the
standard of students catalog to
must be stated anaure
n the catalog clanty
Yes Yes No
No No No
None None 03
None None Forty-S1z
19 4% 34% 27T%
None None None
None None Six
Yes Yes Yes
Report Report Report
released with released with released with
institution’s  1netitution’s nstitution’s
approval approval approval.
No,but state No,butstate No, butstate
agency agency agency
observer may observer may observer may
participate  partacipate participate

Note Notincluded are the Middle States Association of Schools and Collages, whose members have no Califorma branches, and
the New England Association of Schools and Colleges, which accredits only one institution with a branch in Califormia

Source Cahfornia Postsecondary Education Commussion
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* Number of complainta per accredited Califorma 1nsutution received by the accrediting agency during 1989

Association of Foundation National Natignal
Theclogical for Accrediting  Association North
Schools Councii Interior Commugsion of Trade National Central Northwest Southern
m the on Demgn  of Coametology and Home Agsociaticn Association Agsocilation
United States Chiropractic  Education Arts and Techmcal Study of Collegea of Schools of Colleges
and Canada Education Research Sciences Schools Council andSchools andColleges  and Schools

Yes. No No Yes Policy Yes "Fair Yeas Yes Yea Yeas

"Equtable apecific apecific must comply and equitable "equitable  "Refund Refund Policy and

pehicy of standard standard with refund policy” twtion policies” policy procedura
twtion MACCAS must com- adjustment” mustbe must be must be
refunds ™ policy ply wvith policy pubhshed published publhshed

NATTS policy requured

No Institutions No Yea The Yea. Must Yes Catalog Catalog Policies
specific must comply specific agreement meet must be must be "must be
atanderd with generaily standard “clearly out- 19-pomnt accurate current clearly
accepted stand- Iines the Enrollment and stated,

ards of profes- obligationaof Agreement accurate published,

sional ethica. both the school Checklist and made

and the student.” available "

No No Neo No Yes No No No No.

No No No No Yes Na No No No
None None None None Unknown 14 Unknown None None
None Two None Five Fifty-Five Seven One None Two
90% 11 4% 11 4% 34 3% 27T % 44 3% 15 6% 52% 10 7%
None None None None One One None None None

None None None Six Eight Nona None None None
Yes Yea. Yes Yea Yes Impheitly but  Yes Yes Yes
oot explicitly
yes
Report Report Report Report Report Information  Report Report Report
avallable unavailasble unavalable available unavailable aveilable avaiable available available
upon without without anly from without ifa only from only from only from
request subpeona subpoena wstitution subpoensa state mstitution institution. nstitution.
official
No, but No, but No, but No, but No,but participates No,buat No, but No, but
state agency  state agency stateagency stateagency stateagency in stateagency  stateagency  state egency
observer may observer may observer may observer may observer may the observer may observer may observer may
participate participate  participate  participate. participate visit. participate participate participate

** Number of student complaints received by the Private Postsecondary Education Division during early 1989,
s»+ Agpregate weirghted default rate as of September 1989 for institutions operating in Cahforma
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Institutional stability

Virtually every acerediting agency surveyed by the
Commission 1n 1988 and 1990 indicated that the
lack of financial stability among its member 1nsti-
tutions was among its greatest concerns An erod-
ing financial base can, over time, affect the quality
of an institution’s educational program and threat-
en the integrity of the enterprise

State standuards for stabidity

In the Reform Act, measures were taken to ensure
that licensed institutions are financially solid (fi-
nancizl standards and oversight of 1nstitutional ex-
pansion) and to ensure that the State has current
information on changes that may ¢ccur in their fi-
nanecial condition (procedures for annual reporting)

Financial standards Both degree-granting and vo-
cational institutions are required to meet the finan-
ci1al standards included under Education Code Sec-
tion 94311 4 and the regulations implementing this
section of the code Section 94311.4 states in part
that an institution shall be considered "financially
responsible” if 1t provides the services and programs
it advertises, meets the approprate program stan-
dards required by the State, and 1s able to comply
fully with Section 94312 of the Education Code, the
primary financial requirement of which 1s to pay
timely tuition refunds Additionally, part (b) of this
Section provides specific indicators of financial
weekness (1) opersting losses 1n the two most re-
cent years, (2) a ratio of current assets to current
labilities of less than 1 25 to 1, or (3) a sustained
material deficit in the 1nstitution’s unrestricted op-
erating fund over the past two years These stan-
dards are the same as those required by the federal
government of institutions participating in Title IV,
HEA programs, except that the current ratio re-
quired by the federal government is not less than
11 (34 CFR 668 13)

If the Couneil finds that an institution does not
meet the standards of financial responsibility, the
Council may (1) require an immediate audit of the
institution and the submittal of a “financial plan for
establishing financial responsibility” [Section
94311 4 (c)], (2) place the institution on probation
[Sections 94310 (e) and 94311 (i)} or (3) take action
to cloge the institution [Section 94330 (k)(1)]
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Vocational mstitutions that are subject to Article
2 5 of the new law must meet the financial stan-
dards in Section 94316 6 which, while substantially
the same as those mentioned above, also defines 1n
law very specific imitations regarding what may or
may not be considered assets and liabilities

Institutional expansion The practice of expanding
the services of an institution by establhishing a
branch campus at a distant location was widely
abuged throughout the 1980s The fact that an in-
stitution could open a new campus and carry with it
the accreditation of 1ts "home campus” enabled the
new campus to participate immediately in the fed-
eral student finaneial aid programs-that otherwise,
under federal regulations, would have required a
new or unaccredited institution to wait for two
years Intheir 1988 report on Consumer Rights and
Accountabuity in Postsecondary Vocational-Tech-
nical Education, Brian Fitzgerald and Lisa Harmon
state (p 63)

Since an institution’s quality can quickly dete-
riorate, accrediting commissions have hmted
ability to control quality and ensure account-
abihity Under the most severe pressures in
thus environment, association and commission
staff members suggest an excellent institution
can become a problem 1n only a matter of
months Branching and changes 1n ownership
potentially exacerbate this problem

California now has several different legal require-
ments affecting the founding and operating of a
branch campus

e First, if a degree-granting institution that 1s al-
ready approved wishes to open a branch location,
under the provisions of the current draft regula-
tions 1t would be required to advise the Counecil of
1ts intentions and seek the Council’s approval

¢ Second, the branch campuses of accredited out-of-
state 1nstitutions must be approved by the Coun-
cil Representatives of these institutions have
lobbed hard, and with some success, to limit the
Councal’s review of alf sites at which they operate
in the State Whale the new legisiation does not
prehibit the Council from examining every branch
of an out-of-state institution, 1t strongly implies
that fewer than all of the smites should be exam-
ined Education Code Section 94310(1)(4)(C)
states that “the Council shall develop a procedur-



al rationale to justify the number of sites to be
vigited by the state in the review of the nstitu-
tion’s operations 1in Califorma " At the writing of
this report, the Postsecondary Education Com-
mission’s proposed drafl regulations for this part
of the statute provide that the site vigits for these
branch campuses should include “at least one off-
campus site for each degree program offered by
the institution 1n Califorma and no less than
one half of all the sites 1n Califormua at which the
nstitution offers a degree program” (Article 3,
Regulation 315 (b) of the Commussion's draft reg-
ulations)

s The third portiocn of the statutes affecting the
State's review of branch campuses involves the
review of vocational schools (Education Code Sec-
tion 94311) This statute 15 far more explicit
about the Council’s responsibility to ensure that
there is an 1nspection of every branch or satellite
campus by a representative of the Council Addi-
tionally, the Council mey 1nspect the main cam-
pus of an institution that 13 applying to add a
branch campus [Section 94311 (b)]

This requirement that the site be visited 1n all cases
1S an important addition to State policy regarding
the operation of a branch or satellite operation The
actual personal verification of facilities, equipment,
and other resources specific to the offering of the
programs to be approved for a branch campus has
been found to be absolutely necessary State policy
at present 1s not so clear regerding the necessity of
such verification for approval of & new program at a
site that has already received approval, although
the necessity for this verification 1s just as strong as
for that of a new branch location Presumably, the
clarfication of this procedure will be within the
new Council’s authority to address

Mornutoring institutional stability Since the health
of an institution can change very quickly, reliable
information about the conditions of licensed 1nstitu-
tions 18 very umportant to the State The statutes
require an annual report both for degree-granting
mstitutions and vocational schools, although the
nature of that report differs according to the type of
institution In part, these differences are apparent
in the sections below dealing with the required fi-
nancial report

s Degree-granting institutions (Section 94310) and
vocational schools (Section 94311) not under Ar-

tiele 2 5 are subject to Section 94312 2 and
94316 6(b)(c) which requure that an institution
provide information on an annual basis demon-
strating that it (or its parent corporation) has
sufficient funds and accounts receivable to pey
all operating expenses due within 30 days The
statute does not specify what form this financial
report shall take

¢ Vocational scheols under Article 2 5 must submit
an audited financial statement at least every
three years (Section 94316 22) Additionally, at
the time of filing of each return and report of
wages pursuant to Section 1088 of the Unemploy-
ment Insurance Code, the institution must sub-
mit a copy to the Council For the years in which
an audited report is not submitted, the institu-
tion must file a "reviewed” financial report if its
gross income is $100,00 or more, or a "compiled”
financial report 1fits tncome 18 less than $100,000

Accredulation provisions
for institutional stability

Financial standards As noted above, the State's in-
stitutional stability standards contain fairly specif-
ic financial health standards, including the require-
ment that institutions must maintain a ratio of cur-
rent assets to current liabilities of 1 25 to 1 and
avoid operational deficits in two successive years
This standard 1s more rigorous than the stated poli-
cy of most accrediting associations For example,
the North Central Association of Colleges and
Schools (NCACS) has only two general standards re-
lating to the adequacy of financal resources 4a --
"The institution has financial resources sufficient to
support 1its activities” -- and 4 b -- “The institution
has 1ts financial statements externally audited on a
regular basis by a certified public accountant or
state audit agency” (1990, p 14) In addition,
NCACS considers financial resources as an essential
component 1n the meeting of its Criterion Two, "The
institution has effectively orgamzed adequate hu-
man, finarcial, and physical resources into educe-
tional and other programs to accomplish 1ts pur-
poses” [emphasis added]

The Commussion on Colleges of the Northwest Asso-
ciation of Schools and Colleges takes an altogether
different approach, but it leaves the determination
of adequate stability to the judgment of its accredit-
ing commissioners [ts Standard II, "Finance,”
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which fills five full pages in the 1988 edition of its
Accreditation Handbook directs 1n exquisite detail
the various aspects of finanecial resources to be re-
ported -- for example, sources of income, distribu-
tion of expenditures, financial planning, endow-
ments and/or financial reserves, stability of income
over a period of three years by source of income, lev-
el of debt and debt service, organization of business
and financial functions of the instatution The pr1-
mary standard that runs throughout these report-
ing requirements, however, 18 the single measure
for accrediting an institution "the income 18
adequate to 1ts needs,” "institutions should provide
for adequate financial reserves,” "the traditional
sources of income should collectively reflect adequa-
¢y of financial resources for the support of special-
ized programs” (italics added), with the defim-
tion of edequaie and adequacy to be determined in
each case by the NCACS commissioners

The contrast of these general accrediting associ-
ation standards to the State’s specific standard 1l-
lustrates a pervasive difference between the two ap-
proaches to institutional evaluation State licens-
ing standards, because they are expressed as law,
are purposefully and necessarily explicit (such as
"1 25 17), while accrediting standards are purpose-
fully -- and probably necessarily -- general (such as
"adequate financial reserves”)

In matters of financial stability, therefore, accredit-
ing standards do not accomplish the same purpose
the Legisiature intended to accomplish 1n 1ts stat-
utes by establishing clear statutory standards for
"sufficient financial resources "

Review of new branches The previous discussion of
the State's standards and procedures for licensing
branches of inatitutions indicated that rapid, uncon-
trolled branching of institutions without proper re-
view of the new branch site, the institution’s finan-
cial condition and its program quality can be de-
stabilizing to the institution California statutes re-
quire that each new branch be reviewed, visited and
approved by the Council prior to beginning its oper-
ations

The practice of accrediting agencies is simular, but
not all agencies require a visit. Only nine of the 16
agencies active 1n California have a policy that,
without exception, requires all new branches to be
visited before an institution’s acereditation can be
extended to the branch Several others reserve the
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right to require a visit if their commission deems
the new branch to be a substantive change The im-
portance in the vigit lies in the fact that the various
resources (such as physical facilities, library, and
faculty) accredited as a part of the main institution
may not be availabie to, or at least sufficient for, the
students of the new branch Accrediting agencies
that do not routinely visit new branches of their
member institutions -- and this includes the two
WASC Commissions, the American Association of
Bible Colleges, the American Osteopathic Associ-
ation, the Council on Chiropractic Education, and
the North Central Association -- do not appeer to
meet the procedural requirements of the State’s hi-
censing law Some of these agencies -- the Semor
Commusstion of WASC 15 an example -- have a thor-
ough application review for new branches as a part
of their "Substantive Change” process The WaSC
staff meets with the applicant institution’s repre-
sentatives to discuss the details of proposed off-
campus programs and often follows up with a site
visit But unless these accrediting agencies visit
each and every proposed new branch, their proce-
dures cannot be said to be as comprehensive as
those required by State licensing statute

Institutional integrity

The phrase tnstitutional integrity covers a broad
spectrum of values, many of which may be conso-
nant with the intent of the California Legislature in
enacting the Private Postsecondary and Vocational
Education Reform Act but would not be appropr:i-
ately addressed through law The phrase, as 1t 1s
sometimes incorporated 1n the language of accredit-
ing commussions, can include such diverse values as
academc freedom, the right of individuals to priva-
cy, and the promotion of an institutional environ-
ment which encourages an open, candid assessment
of ita strengths and weaknesses

State standards for institufional integrity

Califormia’s statutes do not deal with these desir-
able qualities, but they do cover the legal bound-
aries of four other characteristics with some explic-
itness (1) the character of institutional owners, (2}
the absence of malfeasance on the part of the insti-
tution’s admunistrators and instructors that is "sub-



stantially related to the qualifications, functions or
duties” of their business or profession (California
Business and Professional Code, Section 480), (3)
the fiscal integrity of the institution, and (4) the
probity of an institution’s recrutment efforts The
essence of the statutes on each of these topics 13 as
follows

Institutional owners Section 94330(b) requires that
the owner(s) sign and certify the application under
oath Section 94330(g), (k)(3), and (k)(4) include
among the reasons for denying a license to an 1nsti-
tution

(g) A finding 1n any judicial or admimistrative
proceedings that an owner had vieolated Chap-
ter 3, Part 59 of the Code or that any grounds
for denual exist as set forth in Section 480 of the
Business and Professional Code,

(k)X3) A finding that an owner 1s not in compli-
ance with the financial standards 1n Section
94311 5 of the Code,

(k)(4) A finding that an owner had unpaid ha-
bilities stemming from the operation of a for-
merly owned institution

Section 94316 6(h) prohibits an owner who has been
found "in any criminal, civil, or administrative pro-
ceeding to have violated any law” connected with
State or federal financial aid from entering into an
agreement with a student

Administrator and instructor propriety The State's
statute requiring that every administrator and n-
structor must hold "an applicable and vahid Certif-
icate of Authorization for Service” affects only the
institutions which do not offer degrees and operate
under Education Code Section 94311 This require-
ment 15 intended both to ensure adequate academic,
experiential, and professional qualhfications on the
part of vocational administrators and instructors
and to ensure that these individuals have not been
involved 1n crimes that are substantially related to
the educational activities 1n which they are in-
volved

Fiscal integrity Where the fiscal activities of an n-
stitution are concerned, State statutes clearly dif-
ferentiate between financial stability and fiscal 1n-
tegrity An institution may, in the short run at
least, appear financially sound but may not handle
its business affairs with integrity Statutory re-

quirements dictate the use of "generally accepted
accounting principles”, the payment of operating
expenses, including student tuition refunds, within
30 days, and compliance with State and federal laws
governing the use of student financial funds

Recruitment Numerous parts of the statutes re-
quire that the representatives of institutions ab-
stain from making any untrue or misleading repre-
sentations about their institutions, and in Section
94316 2 (c) the State holds the institution responsi-
ble for any violation committed by 1its representa-
tive Aninfraction may result 1n an automatic void-
ing of all student contracts involved, the 1mposition
of substantial fines, or even removal of the institu-
tion’s license to operate, thus resulting in closure of
the 1nstitution

In addition to the laws governing the accurate rep-
resentation of the institution, agents and egencies
are required to be bonded to provide indemnifica-
tion for any person for any material loss suffered as
the result of freud or misrepresentation 1n the sale
of any course of study (Education Code 94333)

Accreditation provisions
for institutional ntegrity

While all acerediting associations are concerned
with matters of institutional integrity, not all ad-
dress this concern under this rubric The North
Central Association, for example, employs the term
1n connection with the quality and dependability of
the institution’s credentials (certificates, diplomas,
degrees) and the responsibility of the governing
body to protect their integrity (1 e, “the coherence
between word and deed” as the Association defines
the term)

As a rule, regional accrediting associations require
their member degree-granting institutions to have
a governing board and explicitly assign the ulta-
mate authority for institutional integrity to that
goverming body There 1s then wathin the institu-
tion an instrument for self-correction should the ex-
ecutive officer, administrators under this officer,
the faculty or steff breach the rules of integrity or
law The "joint and several responsibility” that
these members of the governing board share helps
to forge a corporate sense of responsility that the
members individually might not share Standard
8A of wasC's Accrediting Commission for Commu-
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nity and Junior Colleges illustrates this responsi-
bility of the governing board (1990, p 37)

Standard 8A The governing board 1s respon-
sible for the quality and integrity of the institu-
tion It selects a chief executive officer, ap-
proves the purposes of the institution, and re-
sponsibly manages available fiscal resources
[t establishes broad institutional policies and
delegates to the chief executive officer the re-
sponsibility to administer these policies There
is a clear differentiation between the pohcy-
malung funetion of the board and executive re-
sponsibilities The board protects the institu-
tion from external pressures and provides sta-
bility and continuity to the institution

This practice of the regional accrediting agencies 18
not followed by associations whose memberships
are largely comprised of for-profit schools, such as
the Accrediting Bureau of Health Education Schools,
the Accrediting Couneil for Continuing Education
and Traiming, the Association of Independent Col-
leges and Schools, the National Association of
Trade and Technical Schools, and the National
Home Study Council None requires that its mem-
bers have a governance structure Many, if not
most, for-profit schools are organized as unincor-
porated proprietorships and, as a result, have no
oversight board [n a large proportion of cases, the
owner and the chief executave officer are the same
individual [n such cases, the ultimate responsihl-
ity for the integrity of the institution rests with the
single individual -- the quality and character of
whom no acerediting association addresses in 1its
standards (Display 1}

This lack of standards regarding the ownership of
an accredited institution stands 1n contrast to the
standard in State licensing law By omutting thus
standard, all accrediting associgtions with the ex-
ception of the wAsSC Commussions rely on State li-
censure to ensure the probity of the ownership of
proprietary institutions The associations require
that their institutions comply with State law in this
respect California’s statute states, in part

No application for ownership or transfer of
ownership shall be approved for any applicant
that has been previously found in any judicial
or administrative proceeding to have violated
this chapter, or if there exists any grounds for
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denial set forth 1n Section 480 of the Business
and Professions Code (Education Code, Section
94330 (g)

The exception to thus reliance upon State statute, of
course, is the wASC Commissions As a result of
their exemption, a loophole exists which allows a
would-be school owner who has been found 1n viola-
tion of the State’s licensing laws to purchase an in-
terest in & WASC-accredited proprietary institution

Presently, only six for-profit institutions are among
the 278 public and private colleges and universities
accredited by wASC, however, the State’s stricter,
more costly licensing laws could create the motiva-
tion for more proprietary schools to “move up” to
WASC accreditation and avoid the 1ncreased regula-
tory requuirements Because of the WASC exemption
and the absence of a WASC standard addressing this
policy area, the twin opportunities for operating
free of State regulations and free of the State’s scru-
tiny of past violations offer undesirable incentives
for violators to seek ownership of WASC accredited
for-profit institutions, and the State has no legal ba-
sis for preventing it

Honesty in advertising and recruiting. How an in-
stitution represents itself to 1ts publics has a strong
bearing on its integrity All but two of the accredit-
1ng associations -- the Council on Chiropractic Edu-
cation and the Foundation for Interior Design Edu-
cation Research -- have standards relating to the 1n-
tegrity of institutional advertising and recruiting
This area of institutional activity 1s prone to abuse
by accredited proprietary institutions, and accord-
g to the associations' responses to the Commis-
sion’s 1990 survey, most associations do not review
advertising and recruitment materials more often
than the three- to six-year schedule that their
school visits require This long period between vis-
1ts leaves institutions generally unmorutored with
respect to this important standard

In this policy area, acerediting standards and proce-
dures are generally less stringent than those of the
the State The State’s licensing statute provides
both a more consistent and shorter momtoring peri-
od for examining the promotional materials of insti-
tutions (the 1nstitution 1s required to submit them
for review on an annual basis) and a stronger set of
penalties for misrepresentation of the institution
(student contracts are voided, substantial fines may



be imposed, and in severe cases,-the institution’s ap-
proval to operate could be withdrawn)

Consumer protection

The concept of the student as a "consumer of educa-
tion” with legal rights associated with his or her
role as a student gradually evolved during the post-
World War Il period This analogy of the student as
a buyer of a consumable product 15 built on the ob-
servation that a considerable amount of time and
money 15 spent by the student obtaiming an educa-
tion and that the contract between the institution
and the student has most of the elements of a busi-
ness transaction

Whale authorities disagree on which court case was
wnitially most influential 1n this regard, both Dixon
v Alabama (1961), which established due process
rights for students on campus, and Goldberg v Re-
gents of the Unwversity of California (1967), which
legally affirmed students rights to personal free-
doms within the university, broke the old "in locus
parentis” mold and helped to form the legal prece-
dent upon which new laws and court decisions from
that time to the present were based

California’s postsecondary education statutes and
regulations began to address student consumer pro-
tection needs in the mid-1970s in reflection of a
decade-long discussion of the abuses of students’
rights and the misuse of government funds in the
proprietary-school sector (Stark, 1977, p 3) The
consumer protection efforts were part of a larger
student rights quest that itself was closely associat-
ed with the cival rights movement, the free speech
movement, and & maturing student population

State standards for consumer protection

The consumer protection provisions of the State's
Private Postsecondary and Vocational Education
Reform Act growing out of this social milieu address
such problems as

1 False and misleading advertising (Education
Code Section 94320(e)(g),

2 Lack of dependable information of the price of an
education and required materials (Section
94316 10(a)(4),

3. Vague and ambiguous enrollment contracts
(Section 94316 20),

4 Unfair refunds for unused tuition, equipment,
and materials (Section 94319),

5 Lack of a mechamsm for resolving student com-
plaints (Section 94316 20), and

6 Lack of information (or accurate information) re-
garding outcomes of educationel programs (Sec-
tion 94316 10)

It is the business analogy of the student as consum-
er and the contract theory of law “that holds that
there 1s a mutual agreement, a contract or quasi-
contract, between the student and the school to
which both parties must adhere” that give potency
to the consumer protection sections of the State’s
statutes In this regard, there 1s broad precedence
in law for this aspect of the State's postsecondary 1n-
stitution licensing laws and this legal precedence
provides a foundation for licensing actions by the
Council for Private Postsecondary and Vocational
Education that acerediting associations do not have

Accreditalion prouisions
for consumer proteciion

The information in Display 1 hghlights three as-
pects of consumer protection twition refund policy,
enrollment contracts, and student complaints Both
the State and accrediting associations have expheit
policies affecting these matters In each case, the
State’s policies found 1n statute are more rigorous

Tuttion refund policy The twition refund policies
employed by the various accrediting associations
are quute similar in many respects The reason for
this stmilanty 18 that all follow the guidelines de-
veloped by the National Association of College and
University Business Officers (NACUBO) and promul-
gated by the American Council on Education n
1979 One of these guidelines, as quoted by the
wASC Commussign for Community and Juntor Col-
leges, is reproduced in Display 2 on page 30

While the accrediting associations’ tuition refund
policies are written to be “fair and equitable,” as re-
quired by federal student financial regulations,
they are in all cases less generous to students than
are the State’s new policies brought into law by SB
194 (Morgan, 1990) and AB 1402 (Waters, 1989)
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1
PISPLAY 2 Gudeline 8 of "Policy Guidelines for Refund of Student Charges”

GUIDELINE EIGHT. The institatisnel taition refund peliey Sr an scademis
period sheuld jncinde the fallawiag minimuy guidelines

1. The institution should refund 100 percent of the tuition charge, less a deposit
foe, if written notification of cancellation is made prior to a well-publicized dess
that falls on or before the first day of classes.

2. The institution should refund at least 25 percent of the tuition charge ¥
written notification of withdrawal is made during the first 25 percent of the
aeademic period.

It is reasonable to refund tuition charges omr a sliding scale if a student withdrews
from his or her program prior 1o the ead of the first 25 percent of the academic

period unless sate law imposes a more sestrictive refand policy.

Source
Jumor Colleges, wasc, 1990, p 90

The accrediting associations’ policies and the State’s
requirements both cover the same elements of re-
fund policy (nonrefundable application fee, contract
cancellation period, and a shding scale upon which
tuition refunds are made after the cancellation peri-
od 15 past), and while there 15 some similarity
among all the policies with respect to the first two
elements, there 1s a significant difference between
the associations’ policies and the State's 1n the shd-
ing scale This results in large differences between
the amount of refund paid te a withdrawing stu-
dent, depending on which policy the institution 18
required to follow

At one end of the range of these policies 1s that of
NACURBO, which as illustrated in Display 2 recom-
mends that at least 25 percent of the tuition (less
the nonrefundable fee) be refunded if the student
leaves during the first 25 percent of the attendance
period, but recommends no refund after that point
in the term At the other end of the spectrum is
Celifornia’s policy that requires a strict pro rata re-
fund throughout the period of attendance (Educa-
tion Code, Section 94318 5) This results, for exam-
ple, 1n a 70 percent refund if the student withdraws
from school after 30 percent of the term 13 completed
or 25 percent refund after 75 percent of the term 13
past All accredited proprietary non-degree-grant-
ing 1nstitutions are required to meet this pro rata
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Nationai Association of College and University Business Officers, quoted by Accrediting Commussion for Community and

standard 1n Califormia A somewhat less stringent
standard, requiring a pro rata scale only through
the first 60 percent of the term and no refund there-
after, 1s requured of all other State-licensed institu-
tions {Education Code, Section 94312 (d)

A strict monitoring and enforcement of tuition re-
fund policy 18 a necessary State agency activity, es-
peciglly in the case of financially marginal institu-
tions or institutions under leadership which 1s not
conscientious about following State policy In an
area such as this, where the State’'s standard is
stricter than that of the accrediting agencies, the
State cannot rely on the associations to momtor and
enforce State standards Accreditation agencies
have neither the authority nor inclination to do so

Enroliment contracts What has been said about the
difference in the rigor of State and acerediting asso-
ciation refund policies 13 equally true for policy re-
garding student enrollment contracts While the
assoclations have standards or guidelines requiring
“accurate,” “clearly stated,” "current” enrcllment
agreements or catalogs, the State has explicit, ex-
haustive requirements 1n Education Code, Sections
94312 (D) end 94319 In order for the State to ensure
compliance with this strict policy, monitoring and
enforcement by an agency of the State is required



Student complaints Multiple complaints from stu-
dents about any aspect of an institution related to
the State’s licensing requirements comprise one of
the most effective signals of a breakdown in the
compliance of an institution Ensuring that these
complaints reach the appropriate authority, moni-
toring their resolution and 1nvestigating the condi-
tion of an institution when the volume of com-
plaints suggest this 18 necessary are all vital func-
tions of an effective regulatory agency

Accrediting associations receive student complaints
as well as complaints from other constituents and
all have a policy for dealing with these complaints,
a policy required by federal regulations governing
the recognition of accrediting associations and
agencies by the United States Secretary of Educa-
tion Four of the 16 associations surveyed by the
Commission require that their member institutions
wnform their students of this "court of appeal” out-
side the institution Only three of the four require
that the institutions post this policy (Display 1)

Some students having complaints will find an agen-
cy with which they can file their grievance The
problem is that there 18 a2 multiplicity of agencies
receiving these complaints and these agencies do
not all have an adequate system for informing each
other about the complaints they receive These
agencies have included the Student Aid Commis-
sion, the Private Postsecondary Education Division
of the State Department of Education, the Califor-
nia Postsecondary Education Commussion, the At-
torney General, accrediting associations, the feder-
al Inspector General, as well as local law enforce-
ment authorities Several of these law enforcement
agencies have an informal policy of investigating an
institution that is the source of complaints if they

receive several ssmilar complaints (usually five or
more) during a short interval of time Unless these
complaints are all channeled to the appropriate
agency, 1t 18 possible that a dozen or more students
may contact these diverse agencies without trigger-
ing a needed response because the contacts are scat-
tered among so many agencies

The State now has a new policy to begin addressing
this problem In contrast to the practice of most ac-
crediting associations, Califorma’s new statute re-
quires institutions licensed by the Counecil for Pri-
vate Postsecondary and Vocational Education to 1n-
form their students of their avenue of appeal to the
Council if they "have any complaints, questions, or
problems which you cannot work out with the
school " [Education Code, Section 94319 {a), simi-
lar language 13 also found in Section 94312 (f)] Li-
censed institutions are now required to place this
information in the student enrollment contract “in
12-point boldface print or larger ”

One reason for the scattering of complaints 1n the
past may be that all the institutions accredited by
the 16 agencies reviewed in this study have been
exempted from this statutory requirement As a re-
sult of the new law, only wasC-accredited institu-
tions will be exempted from this requirement

In summary, the Commussion's comparison of ac-
crediting agencies’ consumer protection policies
with those of the State’s shows that in all three
areas -- tuition refund, enroliment contracts, and
student complaints -- the State has more rigorous
requrements In these sectors of licensing stan-
dards, 1t would not be feasible to rely on accrediting
agencies to monitor or enforce the State’s require-
ments
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5 The Feasibility of Collaboration

Risks of collaboration

[n Part One of this report, the Commission men-
tioned the opposition of some acerediting associ-
ations to having the State utilize accreditation 1n
lieu of State licensure In fact, both the State and
the accrediting associations assume risks 1f a formal
sharing of certain responsibilities 1s followed The
following examples that might arise 1n this type of
relationship probably do not exhaust the potential
problems

o Legalresponsibilities of the two agencies are
blurred in formal joint activities

Accrediting associations make certain claims re-
garding the quality and probity of their member 1n-
stitutions If, as has happened recently, an associ-
ation knowingly accredits an 1nstitution that falls
far short of its standards, 1t may be subject to civil
action for 1ssuing untrue or misleading information
And, if the State has in any way participated in a
joint review or relied on the accrediting agency’s 1n-
formation for the purpose of renewing the 1nstitu-
tion’s license, the State may be a party to the
charge

* Accrediting agencies’ policy of confidentiality
inhubits a full exchange of information between
the agencies and the State’s Council

Only two accrediting agenecies surveyed 1n the
course of this study responded that they would
share the visiting teams’ reports with the State
agency and one of these conditioned the report's re-
lease on having a State representative participate
1n the site visit (Display 1, pp 20-23) This response
was surprising in view of the fact that the Council
has the authority under Education Code Section
94319 5 to request and receive any information con-
cerrung a California licensed 1nstitution that the ac-
crediting agency maintains

Privately, several representatives expressed the
opinion that a policy of sharing such reports might

be worth considering, but they adhered strictly to
their pelicy of confidentiality 1n their official re-
sponse to the Commassion

o State agencies have a similar constraint 1n
sharing confidentwal information with
accrediting agencies

A representative of the California Attorney Gener-
al's office expressed the belief that the Attorney
General could not share information freely with the
State’s Couneil of that agency had a policy of free ex-
change of information with acerediting agencies In
the past, the Attorney General has had a problem
with an accrediting agency disclosing to 1ts member
institution the existence of a confidential investiga-
tion against the institution The sharing of infor-
mation from the Attorney General might be viewed
by some accrediting agencies as the reciprocal of
thetr sharing visiting team reports with the Coun-
cil A protocol for sharing critical information
among these and other agencies could improve im-
measurably the enforcement of the licensing stat-
utes

® Accrediting agencies cannot enforce standards
that are more rigorous than or different from
their own standards

[n the preceding comparison of State and accredita-
tion standards, the Commission found some impor-
tant areas 1n which the State's standards were more
rigorous than the acerediting agencies’ In such in-
stances, the State could not rely on an accrediting
agency to enforce a standard equivalent to the
State’s The agency would have no right to do so
and could not sustain its action if challenged 1n
court

In view of such problems, 1s there any basis upon
which accrediting associations and the State’s li-
censing agency can or should collaborate? The
Commission believes so According to the Commus-
sion’s survey of accredited institutions, there are
significant annualized costs to the accreditation
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process which range from as little as $1 00 per stu-
dent to as much as $75 per student per year With
the higher licensing fees that will be required to
maintain an effective Counecil, it 18 possible that 1i-
censing costs may double these costs for some 1nst:-
tutions and students But more persuasive than the
argument for efficiency, the Commission believes, 1s
the argument for the increase in effectiveness that
could be achieved for both accrediting agencies and
the Council if greater collaboration could be achiev-
ed A substantial increase in the usual level of coop-
eration between accrediting agencies and the Coun-
c1l would not easily be accomplished, but most 1nsti-
tutions surveyed by the Commussion strongly sup-
ported such a goal

How should collaboration be developed?” Reason
supports an approach that would focus the energies
of the Council 1n the sector of institutions where
most compliance difficulties arise Conversely, the
Council should have to spend relatively less effort
on institutions belonging to acerediting agencies
whose members have relatively few compliance
problems In general, to facilitate its own work, the
Council should seek to reward groups of accredited
institutions which through their own self-regula-
tion operate well above the minimum standards of
the State These mutually beneficial rewards could
invelve seeking to relieve the institutions of dupli-
cative reporting requirements wherever possible
(by accepting reporting formats and schedules
adopted by the accrediting agency), making every
reasonable effort to extend to these institutions the
maximum term of licensure possible

Despite the difficulties of sharing some types of in-
formation among the various licensing, enforce-
ment, and accrediting agencies, there are other
types of information that can and should be ex-
changed 1n an efficient manner These include stu-
dent complaints, official actions, requests for, as
well as aetion taken on, substantive changes,
changes of ownership, and similar 1nformation
Some actions must originate with the Counct! and
then should be communicated to the accrediting
agency, but the responsibilities of the two types of
agencies, the licensing and the accrediting, that in-
formation gained from monitoring the institutions
' under the purview of both orgamzations will rou-
tinely turn up information of interest and use to
both The Council should have a well-developed
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protocol for pursuing beneficial interagency com-
munications with individual acerediting agencies

Options for the Council’s consideration

In general, there are two basic models that the
Council might use, depending on the strength of ac-
creditation standards and the rigor of their applhca-
tion by the accrediting body Neither model is 1n-
tended to be superior to the other they simply take
into account the various strengths of the individual
accrediting bodies and the relative level of their
abihity to cooperate with the Council The models
differ 1n the amount of independent activity the
Council would undertake, neither of them assumes
that the Council or the State of California at large
should rely on accrediting standards or procedures
“1n lieu of licensure

Optwon One The collaborative model

This model presents the two functions of licensing
and accreditation as complementary and collaborat-
ing activities

Pertodic reviews The Council would conduct 1ts pe-
riodic “reapproval” site visits and maintain its own
annual reporting process and schedule without re-
gard to the accrediting body’s requirements or
schedule The Council and acerediting body would
seek agreement on common formats for such reports
as the annual report tneluding the annual financial
report, student complaint (including a procedure for
informung each other -- Council and acerediting
body - of complaints received and their disposition)

Information exchange The Council and accred:iting
body would develop a specific "memo of understand-
ing” delineating the extent of and procedures for
sharing information on complaints received, nsti-
tutional weaknesses observed (such as financial 11l
health, nstitutional warnings, or probation given)
and substantive change proposalis received Counecil
reports on site visits and accreditation team reports
would be shared Reporting functions on which the
Council and accrediting body could not agree would
be carried out independently

Strengths of this model- As with Option One, the



Council would be free to set its own schedule and
priorities for site visits The common reporting for-
mats and schedules would help to reduce redundant
paperwork for accredited institutions and still pro-
vide the necessary information each agency re-
quires The fuller exchange of information would
help to provide an earlier alert to both agencies
than if they were operating without sharing infor-
mation

Weaknesses of this model Collaboration on the con-
tent, form, and schedule of required reports would
cost the Council staff time and money It would be
of limited value to the Council to engage in such col-
laboration with accrediting bodies that have few in-
stitutions in Califorrua

Option Twe The noncollaborative model

This model presents the two functions of licensing
and acereditation as wholly independent activities

Periodic reviews The Council would conduct its pe-
riodic “reapproval” site visits and maintain its own
annual reporting process and schedule without re-
gard to the accrediting body’s requirements or
schedule

Information exchange The Council would inform
accredited 1institutions regarding student complaints
the Council receives, would inform the accrediting
body of the complaint, but would not solieit a re-
sponse from the acerediting body The Council
would notify the acerediting body of the removal of
the license from one of its accredited institutions

Strengths of this model The Council would be rela-
tively unfettered in setting 1ts own schedules and
priorities for site visits and annual reports The col-
lection of information and the form 1n which the
Counecil collected it would not be impeded by an ac-

crediting body’s requirements of form and content
or the need to negotiate a shared form or content of
information The responsibility for collecting the
right information 1n a timely fashion would be
clearly placed with the Council

Weaknesses of this model A wholly independent
role 1n the oversight of accredited institutions
would tend to limit the kind and amount of informa-
tion available to the Council

Chouces facing the Council

The Council may choose to employ either of these
options (or some vanation of either) with any of the
agencies that accredit California institutions de-
pending on its determination in each case of the ad-
vantages for implementing State statutes, but un-
der these statutes 1t cannot delegate its oversight
responsibilities to those agencies The Private Post-
secondary and Vocational Education Reform Act
states 1n Section 94311 4, "The council may utilize
the resources of accrediting associations in gather-
ing information about accredited postsecondary end
vocational institutions, including participating as
an observer on accreditation site visits However,
this does not preclude or relieve the counc:l of its re-
sponsibilities under the provisions of this chapter
and the council shall retain full authority for ap-
proving all private postsecondary and vocational in-
stitutions operating in California ”

To the extent that the Council’s use of information
from accrediting agencies 1mplies that the Couneil
mught use institutional acereditation “in lieu of part
or all of the State licensing review,” as AB 1993
suggested, this delegation of authority 1s precluded
by Section 943114 The Commission’s findings
from this study suggest that such delegation would
be inadvisable even if 1t were not 1llegal
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6

Conclusions

In AB 1993, the Legislature directed the Commis-
sion to answer four specific questions in 1ts review
of acerediting associations In the following para-
graphs, the Commission answers them

1 Do the standards and procedures
of accrediting agencies encompass
the standards and consumer protection
requirements of Califorma law?

The Commission concludes that none of the 16 re-
gional and national accrediting associations exam-
1ned 1n 1ts study has standards and consumer pro-
tection requirements that encompass in their en-
tirety the standards and consumer protection re-
quirements of Califormia law The categories of
standards that the Commussion reviewed 1n detail
mnclude those governing institutional stability, 1n-
stitutional integrity, and consumer protection The
Commussion finds that, 1n these areas, the stan-
dards created in recent legislation are not only more
explicit and objectaive 1n their language than ac-
creditation standards, they are, 1n most instances,
also more rigorous in their requirements

2  Are those standards rigorously enforced?

AB 1993 probably raised this question in the expec-
tation that the answer to the first question would be
in the affirmative, but it was not The Commassion
concludes, therefore, that, for the purposes of this
study, this issue is moot, since even the most rigor-
ous enforcement of an accreditation standard can-
not be more stringent than the standard itself

Thas conclusion 1s not all that can be said about this
question, however The information provided in
Display 1 on pages 20-23 under the categories
"Complaint Rates” and "Other Characteristics” sug-
gests additional relevant conclusions First, some
accrediting associations appear to be maintaining a
satisfactory record despite the fact that their stan-
dards in the three areas reviewed are not as rigor-

Conclusions and Recommendations

ous as the new licensing standards This record in-
cludes (1) very few complaints received; (2) low
average student loan default rate (under 20 per-
cent), (3) no pending cases before the State Attorney
General, and (4) no adverse actions brought by the
Califormia Student Aid Commission In this group
are the following-

Accrediting Commission for Senior Colleges
and Universities, Western Association
of Schools and Colleges

American Association of Bible Colleges
American Osteopathic Association

Association of Theological Schools in the
Umited States and Canada

Council on Chiropractic Education

Foundation for Interior Design Education
Research

North Central Association of Colleges
and Schools

Northwest Association of Schools and Colleges

Southern Association of Colleges and Schools

The Accrediting Commission for Community and
Junior Colleges (ACCJC) of the Western Association
of Schools and Colleges deserves special consider-
ation at this pomnt ACCJC-aceredited institutions
have a high weighted average default rate because
of the extremely high default rates ameng public
community colleges -- some running as high as 60 to
70 percent If only the private two-year schools ac-
credited by the ACCJC were considered, the default
rate would drop to the low 205 While the Commus-
sion 13 concerned 1n this study with the quality of
accrediting assoeiations’ oversight of private insti-
tutions 1n Califermia, it believes that the accic
should address this 1ssue directly and forcefully
with respect to all institutions, public and private,
under 1ts purview ACCJC has brought this 18sue to
the attention of its evaluation teams since 1389,
and in the Fall 1990 1ssue of the ACCJC's Newsletter,
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the agency’s Executive Director again drew atten-
tion to the need for the institutions in their self-
gtudy and the evaluation teams during their site
visits to examine the institution’s default exper-
ience

In contrast to the agencies scoring high on the four
criteria listed on page 37, the Commission finds that
at least six agencies score low on them The Com-
mission believes that these low scores serve as warn-
ing signals regarding the quality of institutional
oversight provided by these agencies Not only
have their accredited institutions generated consid-
erably more complaints than other accredited 1nsti-
tutions, these agencies have had serious problems
in the other criterion areas as well These six are

Accrediting Bureau of Health Education Schools

Accrediting Council for Continuing Education
and Training

Association of Independent Colleges and Schools

National Accrediting Commuission of
Cosmetology Arts and Sciences

National Association of Trade and Technical
Schools

Natiwonal Home Study Couneil

3 What deficiencies tn standards,
procedures, or enforcement exist?

As noted in the Commission’s answer to the f{irst
question, the Commission finds the accrediting as-
sociations’ standards to be deficient in terms of in-
stitutional stability, institutional integrity, and
consumer protection In addition, the Commussion
finds that some accrediting association procedures
are not as rigorous as the requirements of the
State’s licensing laws These include a longer time
between accreditation site visits than the State's pe-
riod between licensing reviews, lack of annual re-
view of advertising materials, lack of review of any
new owner’s background, and lack of a firm require-
ment that all new branches be visited before being
approved by some accrediting agencies In addition,
there is evidence from investigations by both the
Attorney General’s staff and staff of the Califormia
Student Aid Commission, that some verification
visits by agencies have been too superficial to un-

38

cover the abuses that these staffs later discovered
(Display 1) These agencies include.

Accrediting Bureau of Health Education Schools

Acerediting Couneil for Continuing Education
and Traiming

Association of Independent Colleges and Schools

National Accrediting Commission of
Cosmetology Arts and Sciences

National Association of Trade and
Technieal Schools

National Home Study Council

4 How effectively do the accrediling agencies
respond to consumer complaints, including
complawnts forwarded by State agencies?

The Commission examined the written procedures
followed by each acerediting agency but was unable
to determine to any degree of satisfaction the effec-
tiveness of the procedures employed. It is sigmfi-
cant, the Commission believes, that none of the as-
sociations promofes as a requirement Califorma’s
licensing demand that they inform enrolling stu-
dents of their opportunity to forward problems or
complaints to the accrediting agency or the Council
for Private Postsecondary and Vocational Educa-
tion

Two additional pertinent cbservations may also
suggest a less than satisfactory level of effective-
ness on the part of the accrediting associations

e First, in nearly all cases where complaints
against institutions were received, more com-
plaints were forwarded to the State licensing
agency during the first half of 1989 than were re-
cewved by the accrediting association for all of
that year Although students direct their com-
plaints about private institutions to a number of
agencies, the Council for Private Postsecondary
and Vocational Education should be orgamzed to
solicit and address all types of consumer com-
plaints regarding private institutions and to
process them in a way that will also contribute to
its oversight responsibilities

¢ Second, accrediting agencies are quite clear
about the fact that they accept the responsibility



for following up only those complaints that signal
a breach of their own standards The most that
could be appropriately expected of an accrediting
association should a student complain to 1t about
an institution’s noncompliance with a State li-
censing law is that the association would refer
the student to the Council for Private Postsec-
ondary and Vocational Education

In summary, accrediting agencies follow up com-
plaints that affect their accreditation standards and
refer other complaints to the State agency for 1ts
resolution Accreditation associations have resisted
any suggestion that they should do more than that,
e g, attempt to resolve complaints regarding a
breach of State standards This activity would tend
to move beyond their role and authority

Summary of conclusions

The question that has driven this policy study is
whether, despite recognized differences between the
authority and objectives of accrediting agencies, the
State can rely on their labor, standards, and proce-
dures to fill the public need that State licensure 18
designed to fill

To help answer this question, the Commission has
pointed to the stimulus that the for-profit sector of
postsecondary education has provided in the growth
of the State’s regulatory statutes, discussed the 1n-
tent of the Legislature 1n establishing the new law,
examined some of the major differences between
nongovernmental accreditation and State licensure,
and cited the State’s dimunishing rehiance on ac-
creditation as an insurance of standards of quality
in postsecondary education

Finally, the Commission looked specifically at three
policy areas -- institutional stability, institutional
integrity, and consumer protection — to see what
level of protection the State’s licensing statutes pro-
vide, in order to determine whether accrediting
agencies’ standards and procedures encompass (at
least 1n these three important areas) "the standards
and consumer protection requirements prescribed
in the Private Postsecondary and Vocational
Eduecation Reform Act ”

The Commission has concluded that the standards
and procedures of the accrediting associations gen-

erally fall short of encompassing the specifics of the
State’s standards in comparison to California’s new
law regulating private postsecondary education in
the State It thus endorses the law's requurement
that the Council for Private Postsecondary and Vo-
cational Education not delegate 1ts regulatory pow-
ers to them

Recommended State policy

The Commission’s review of State licensure and
nongovernmental accreditation has reinforced 1ts
earlier observation that while similarties exist
here and there between the State's new licensing
policies and those of the various accrediting bodies,
the two functions of licensing and accreditation are
fundamentally different Licensure conveys the
right to offer certain educational services, nongov-
ernmental accreditation connotes a certain level of
quality and participation 1n a peer review process
purporting to raise the level of institutional quality
When the State or federal government employs ac-
creditation as a “reliable authority as to the quality
of traimng” offered by an 1nstitution, as the federal
government does for purposes of determining insti-
tution eligibulity for participation in federal funding
programs, a question arises as to whether accredit-
ing agencies are serving in a quasi-governmental
capacity in providing this function The 1ssue is
even more salient when an accrediting agency
serves "in lieu of state licensure” as an instrument
for maintaining 1nstitutional standards The Com-
mussion’s study of this issue indicates that few dec:-
sion makers 1n accreditation or 1n state licensure
believe that this latter use of accreditation is good
public policy

In AB 1993, the Commssion was directed to advise
“whether 1t recotmended that a regional or nation-
al ageney’s accreditation of & postsecondary educa-
tional institution should be utilized 1n hieu of part or
all of the state icensure review” (Section 66914 (¢))

The Commission recommends that the Legisla-
ture retain the following policy that it adopted
in Senate Bill 190 (Morgan, 1989):

The State through the Council for Private
Postsecondary and Vocational Education
shall maintain full responsibility for licens-
ing and monitoring the compliance with
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state standards for all private postsecond-
ary educational institutions covered under
the Private Postsecondary and Vocational
Act of 1989, The Council shall not utilize an
institution’s national or regional accredita-
tion or accreditation process in lieu of part
or all of the State’s licensure or licensure
process.

The Commission’s 1989 report on this subject con-
tained a guideline for governing the worlung rela-
tionships between the Council and various national
and regional accrediting agencies This guideline
stated, in part, that "the State should rely upon in-
dividual accrediting agencies only when an ac-
crediting agency can demonstrate that i1ts standards
and procedures substantially cover the standards
and congumer protection requirements 1n the State's
licensing laws " (p 4) In the context of that re-
port, this guideline could have been understood to
support the discretionary acceptance of accredita-
tion " lieu of state licensure ” In truth, the extent
or nature of the recommended reliance was not ex-
tensively discuszed

Since the Commussion articulated this guideline,
the Legslature has taken two important steps that
affect the regulatory environment and thus change
application of thus guideline (1) it has created a
new licensing board with significant new powers,
and (2) 1t has placed under that board all accredited
institutions covered by the new licensing law

These statutory changes and the findings 1n the
present Commission study strongly suggest that
any reliance upon acerediting agencies be limited to
a vigorous effort to develop effective and expedi-
tious lines of communication, including an effort on
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the part of the Council to elicit the cooperation of
the accrediting agencies in voluntarily sharing
their visiting team reporis 1n a timely manner.

In urging the fullest cooperation in shar-
ing substantial useful information between
the Council and selected accrediting agen-
cies, the Commission recommends that the
Council establish a formal protocol for
sharing information with those accrediting
agencies that have been identified as main-
taining a satisfactory record with respect
to performance criteria developed and ap-
plied by the Commission.

In consultation with the Counecil, the Commission
intends to complete 1ts responsibilities under AB
1993 by conducting more 1ntensive reviews of the
accrediting agencies that accredit institutions li-
censed under the State’s licensing law In the proc-
ess of carrying out this task, it will review and re-
vise its eriteria as needed

Finally, one of the most eritical missing elements in
this study has been the absence of any measure of
the adequacy of the Council’s implementation of
State standards As mentioned earlier in this re-
port, rngorous licensing standards and the full au-
thority to administer those standards are not suffi-
cient measures of the effectiveness of the new law

Part of the Commussion’s ongoing review of the ef-
fectiveness of accrediting agencies must be a com-
parison of the relative successfulness of the Council

Thus the Commission will energetically monitor
the Council's performance and report to the Legisla-
ture the Council’s relative success 1n carrying out
1ts responsibilities



Appendix A

Assembly Bill No. 1993

CHAPTER 1324

An act to amend, repeal, and add Section 66501 of, and to add
Article 25 (commencing with Section 66914) to Chapter 11 of Part
40 of, the Education Code, relating to private postsecondary educa-
tional institutions.

with
A ey o Sonee Do o 208, e

LEGISLATIVE COUNSEL'S DIGEST

Postsecondary Educational Institutions.

This bill would repeal and recast these provisions to requure,
commencing July 1, 1990, that the California P
Education Commission include the chair or the demgnee of the charr
of the Council for Private Postsecondary and Vocational Education,
instead of the chair of the Council for Private Postsecondary
Educationa] Institutions,

Exnsting law presmbes the duties and responsibilites of the
commission relabve to its capacity as the statewide postsecondary
education planming and coordinating agency and adviser to the
Legslature and the Governor.

This bill would require the commisnon, with the assistance of the
Fﬂ@ﬁdmmﬁmmmdwﬁmhMrmof

national regional accrediting agencies w accredit private
pomecondaryinsututiomdoingbuﬁneuorseahngtodobmessm
the state to report the resuits of that review to the Council for Private
PouﬁeeondarydeoeaﬁomlEd:mﬁonmdd:eLegdahneby
December 31, 1990. The bl would requure the review to melude {1
4 determmation of whether these accrediting ‘agencies can

consumer protection requirements and that they are ngorously
enforced and (2) the effectiveness of the accrediting agency in
responding to consumer complaints. The bl would require the
commission, following this initial review, to review accrediting
agencies every 5 years, or sooner upon the request of the council, as
prumbed,andwmﬂdreqtﬂrethecammmiontoreportﬁmﬁndings
of these periodic reviews to the council and to the Legmsiature.
This bill would also require the commussion, with the asnstance of
the Supenntendent of Public Instructon, to work 11‘1 cooperation
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Ch 1324 -2

with the Council for Private Postsscondary and Vocational
Education to prepare a preliminary draft of proposed regulations to
implement the standards, procedures, and criteria prescribed in
md provisions governing private postsecondary educational
ons.
This bill would specify that thess provisions shail

operative only if SB 190 of the 1956-90 Regular Session is cha

and becomes effective an or before January 1, 1990.

The pecple of the State of Califernia do ensct as follows: |
jCI'IONL Section 66001 of ths Education Code is amended to
66501, There is hereby created the California P

Education

b of the independent California colleges
(b) One representative i
andwuawhid:macf;mby-nmdmﬂormﬁonzlf
associntion which is recognized nited States Department
Education. This member shell be appomted by the Governor from
a list or lists submitted by an associstion or associations of those

(c) The chair or the designee of the chair of the Council for
Private P Educational Institutiona.

(d) The President of the State Board of Education or his or her
de?ﬁe&nmmgtheoth;rz.@bmof&ebard. ood

e) Nine representatives general public appoin as
follows: three by the Governor, three by the Senats Rules
Committee, and three by the Speaker of the Assembly. It is the intent
Fepresentaiva of the genoral ke i the ePoDt s i
representative o in t of 18 publi
members and that the appointing authorities, therefors, shall confer
to assure that their combined appointments include
representation on the basis of sex and on the basis of the significant

0 person who is employed by any tution of public or private
postsecondary education shall be appointed to or serve on the



commission, except that a person who is not a permanent, full-time
employse and who has part-ime teaching duties which do not
meec!u?xhounperweekmybeappointedtoandseweonths

commission.

The commission members designated in subdivisions (a), (c), and
(d) shall serve at the pleasure of their r tive appointing
authorities. The member designated in subdivision (b) shall serve a
three-year term. The members designated in ivision {(e) shall
each serve a six-year term. The respective appointing anthonty may
appoint an alternate for each member who may, during the
member’s absence, serve on the commistion and vote on matters
befors the commission. When vacancies ocour prior to expiration of
m&arspec&venppdnﬁnganthoﬁtymayappohtamember
for the remainder of the term.

Anypumappoinwdpmmtmuﬂseeﬁonmbermppodnted
to serve additional terms.

Any person appointed pursuant to this section who no longer has
the position which made him or her eligible for appomntment may
nonetheless complete his or her term of office on the commission.

No person appcinted pursuant to thus sechion shall, with respect to
mymﬁarhdorethecomnﬂmn.mfororonbehalfof.ormany
way exercise the vote of, any other member of the commission.

The commission shall meet as often as it deems necessary to carry
out its duties and ibiliti

Any member of the commussion who in any calendar year misses
more than one-third of the meetings of the full commission forfeits
his or her office, thereby creating a vacancy.

Theeummisionshnllselectachair&mna&mngﬁememhers
representing the general public. The chair shall hold office for a term
of one year and may be selected to successive terms.

There 1 established an advisory commuttee to the commssion and
the directar, connisting of the chuef executive officers of each of the
public segments, or their designees, the Supenintendent of Public
Instruction or his or her desgnee, and an executive officer from each
of the groups of institutions designated in subdivisions (b} and (c}
to be designated by the respective commission representative from
these groups. Commisnon meetng agenda items and associated
documents shail be provided to the committee in a tmely manner
for its connderation and comments.

The commussion may appomt any subcommttees or advisory
committees 1t deems necessary to advise the commsnion on matters
of educational policy. The adwisory commuttees may consist of
commussion members or nonmembers, or both, ncluding students,
faculty members, segmental representatives, governmental
representatives, and representatives of the pubhe.

The commission shall appomnt and may remove a director 1 the
manner heremnafter specified. The director shall appomnt persons to
any staff positions the commisnon may authonze

9 10
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The commission shall prescribe rules for the transaction of its own
ﬂk:.mbjeet.hom.boauthefouowingrequirementsmd

tationa:

(1) The votes of all representatives shall be recorded.

(2) Effective action shall require the affirmative vots of a majority
ofa]lthedulyappoinhedmmbmoﬂhammiﬁon.notmduding
vacant commission seats.

(3) The affirmative votes of two-thirds of all the duly appointsd
mdthecmﬁommm&;g;:szmmu.

necessary to the appointment director. .
(f) This section shall remain in effect until June 30, 1990, and as
of that date is repeaied,

SEC. & Section 66601 is added to the Education Code, to read:

66501, There is hereby created the California
Education Commission, which shall be advisory to the Governor, the

other appropriate governmental officials, and

n?m.ﬁdmoﬁd?;uwmﬂ:em
0 person who is employ: any mstitution of public or private
postsecondary education shail be apponted to or serve on the
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commission, except that a person who is not a permanent, full-time
employee and who has part-time teaching duties which do not
meedd:hmmpaweekmybeappomtedtoandmonthe
commission.

The commission members designated in subdivisions (a), (c), and
{d) shall serve at the pleasure of their respective appointing
authorities. The member designated in subdivision (b) shall serve a
three-year term. The members demgnated in subdivision (e) shall
each serve a six-year term. The respective appointing authority may
appoint an alternate for each member who may, during the
member’s absence, serve on the commission and vote on matters
before the commission. When vacancies occur prior to expiration of
terms, the respective appointing authority may appoint a member
for the remainder of the term.

Any person appointed pursuant to this section may be reappointed
to serve additional terms.

Any person appomted pursuant to this section who no longer has
the position which made ham cr her eligible for appointment may
nonstheless complete his or her term of office on the commuswion.

No person appointed pursuant to this section shall, with respect to
mymaturbefwethecommmmfororonbehnﬂof,ormany
way exercise the vote of, any other member of the commiszion.

The commission shall meet as often as it deemns necessary to carry
out its duties and responmbilities.

Any member of the commmassion who in any calendar year misses
more than one-third of the meetings of the full commismon forfeits
s or her office, thereby creating a vacancy.

The commission shail select a chair from among the members
representing the general public. The chair shall hold office for a term
of one year and may be selected to succesmve terms. |

There 13 established an advisory commttee to the commasmon and
the director, conmstng of the chief executive officers of each of the
public segments, or their dengnees, the Superintendent of Pubhc
Instruction or hus or her designee, and an executive officer from each
of the groups of instituttons demgnated in subdivisons (b) and (c)
to be desgnated by the respechve commussion representative from
these groups. Comrmussion meeting agenda items and associated
documents shall be provided to the commuttee in a imely manner
for 1ts connderation and comments.

The commismon may appoint any subcommuttees or advisory
committees it deems necessary to advise the commusnon on matters
of educahonal palicy. The advisory commuttees may conmst of
commassion members or nonmembers, or both, including students,
faculty members, segmental representatives, governmental
representatives, and representatives of the public.

The commussion shall appoint and may remove a director in the
manner heremafter specified. The director shall appoint persons to
any staff ponbons the commusmon may authonze. ‘
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The commission shall prescribe rules for the transaction of its own
mﬁm.mhject.hom.wanthefonowmgmqunmmumd

itations:

(1) The votes of all representatives shall be recorded.

(3) Effective action shall require the atfirmativs vote of a majority
of all the duly appointed members of the commission, not including

vacant commission seats.

3) maﬂmaﬂvawtuoftum-thirdlofdlthadulyappohud
members of the commistion, not including vacant commiszion seats,
shall be necessary to the appointment of the director.

(f) This section shall become operative on July 1, 1980,

SEC. 3. Article 25 (commencing with Section 66514) is added to
Chapter 11 of Part 40 of the Education Code, to read:

Article 25. Beview of National and Regional Postsecondary
Accrediting Agencies

6014 (a) The commission, with the amistance of the
;-:uﬂnmﬂn*:druhhm:hnﬂcmdnatnwm

natiomal regional accrediting agencies which accredit
private postsecondary institutions doing business or seaking to do
business in the state and shall report the results of the revisw to the
Council for Private Postsecondary and Vocational Education and to
;?meMuSlemdeem

(1) Whether the accrediting agency can demonstrate that its
standardsmdpmee:hn'afwﬂnreﬁewof tions encompass
the standards and consumer protection ts prescribed it
Chapter 3 (commencing with Section 94300) of Part 59, as added by
the Private Postsecondary and Vocational Reform Act of
1988, and that those standards are rigorously In the event
that the commission determines that the ting agency is

deficient in ity standards, procedures for review, or the enforcement
mechanisms for the institutions under the accrediting agency’s
Jurisdiction, the commission shall identify the deficiencies.

(2) The effectiveness of the accrediting agency in responding to
emmweamplmu.mcmdingthoncomplmnuforwudedtorhe
accrediting agency by the council

(b)Foﬂuwhgthsmiﬁnlmewofaﬂmﬂomlandreg!onal
agencies five iy Mthe }::fmt;i:gounml

every five years, or soaner upon the request
for Privats Postsecondary and Vocatonal Education. The
commisxion may stagger the review procedure in a manner which
dlomone-ﬂfthofthannﬁoualandregmmlmediﬁngagmuto
be reviewed each year. The commission shall report the findings of
these periodic reviews to the council and the Legulature.

(¢) The commission shall advise the Lagislature and the Counci
for Private Postsecondary and Vocational Edueaﬁon whether it
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recommends that a regional or national accredibing agency’s
accreditation of a postsecondary educational instituhon should be
muﬂhzedmﬁeuofpaﬂornﬂof&emﬁcmdngremw' by the
66015. (a) The commission, with the assistance of the
Superintendent of Public Instruction, shall work in cooperation with
the Council for Private Postsecondary and Vocational Education to

{1) Polmafnrtheadmnnstmﬂmofthe?nvatePostnecondary
and Vocational Education Reform Act of 1989,

(B)Aprocedmﬁrthadmopmmmdadopmdnﬂa
regulations, and wi mm:yorappropﬂmto
eunductd:awkofﬂ:ew of

{(3) Minimum criteria approval prlvahepostseeondaryor
vocational educational instituhons to operate in the state and to
award degrees and

diplomas.
(4) A procedure for the approval of institutions which meet the

(b) The preliminary draft shall be delivered to the couneal on or
before December 31, 1990.

SEC. 4 Sections 1 to 3, inclusive, of this act shall become
upalﬁwmlyiSmmBﬂlmof&eMReguhrSemonu
chaptered and becomes effective on or before January 1, 1990.
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Appendix B

In order to answer the four questions posed by the
Legislature in AB 1993, the Commission gathered
and analyzed information about accrediting agen-
cies on three levels (1) their written policies, (2)
their actual practices, and (3) the effects of these
poiicies and practices on institutions 1n Califormia
The study was divided into two major phases -- data
collection, and data analysis

Data collection

The Commission sought data from 22 institutional
accrediting agencies that evaluate California insti-
tutions, from 100 of their accredited institutions 1n
the State, and from State agencies such as the Cali-
fornia Student Aid Commission and the Private
Postsecondary Education Division of the State De-
partment of Education

Accrediting agencies The Commission requested a
complete file of accreditation materals including
accreditation policies, standards, and procedures
from each agency In addition, staff sent a question-
naire to each agency, seeking information on var-
10us practices, whether or not they are codified into
written agency policy, and inquiring how the agen-
cy currently works with licensing agencies 1n other
states and what might be the possibilities and con-
stramnts of its cooperating with California’s Couneil

Accredited institutions From the entire list of Cali-
fornia 1nstitutions accredited by each accrediting
agency, the Commussion surveyed a small sample
by mail in order to compare the agencies’ written
policies with thesir practices and to solicit 1deas from
these institutions on how aecreditation and State I1-
censure might be mutually supportive

California State agencies The Commission ob-
tained information from the California Student A1d
Commussion on the aggregate default rate of insti-
tutions accredited by each agency and on the num-
ber of limitation, suspension, and termination ae-

Methodology of the Study

tions taken against them From the Private Post-
secondary Education Division of the State Depart-
ment of Education, the Commission obtained infor-
mation on the number of student complaints re-
celved against institutions under each accrediting
agency and the number of school closures by agen-
cy

Data analysis

The objective of the analytic phase of the project
was to compare the policies, standards and proce-
dures of each accrediting association with those re-
quired for State licensure under SB 190 and AB
1402

The Commission 1dentified three areas of particular
importance to the State for this comparison

1 Institutional stabilrty, including financial stabil-
1ty and orderly expansion or contraction,

2 Instututional integrity, including the qualifica-
tions of the institution’s owners or agents, the
honesty of 1ts advertising, the integrity of its re-
cruitment efforts, and low default rates on Guar-
anteed Student Loans, and

3 Consumer protection, including an adequate re-
fund policy, clarity of contract requirements,
and responsiveness to student complaints

As measures of association deficiencies, the Com-
mussion used (1) the default rates of accredited insti-
tutions on Guaranteed Student Loans, (2) the num-
ber of cases filed against accredited 1nstitutions by
California’s Attorney General, (3) the number of
hmitation, suspension, or termination actions filed
against these institutions by the California Student
Aid Commission, and (4) the number of student
complaints filed with the Private Postsecondary
Education Division of the California State Depart-
ment of Education
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Use of the technical advisory committee

In conducting the study, the Commission invited
representatives of 26 agencies and organizations,
including all those acerediting agencies which serve
as the sole institutional accrediting agency for one
or more 1nstitutions in California, to participate as
members of a technical advisory committee The
names of those individuals who attended are indi-
cated in bold

Accrediting agency officials

William Baumgaertner, Associate Director
of Accreditation

Association of Theological Schools 1n the United
States and Canada

Vandalia, Ohio

Randall E Bell,Executive Director
American Association of Bible Colleges
Fayetteville, Arkansas

Richard J Bradley, Executive Director

New England Assoctation of Schools
and Colleges , [ne

Winchester, Massachusetts

Carol Cataldo, Executive Director

National Acerediting Commission of Cosmetology
Arts and Sciences

Washington, D C

Kayem Dunn, Executive Director
Foundation for Interior Design Education Research
Grand Rapids, Michigan

Dorothy Fenwick, Executive Secretary
Accrediting Commssion
National Association of Trade
and Technical Schaools
Washington, D C

William A Fowler, Executive Secretary
National Home Study Council
Washington, D C

Jeanne Glankler, Admnistrator
Accrediting Bureau of Health Education Schools
Elkhart, Indiana

Joseph Malek, Executive Director
Northwest Association of Schools and Colleges
Seattle, Washington

50

Ralph G Miller, Executive Vice President
The Couneil on Chiropractic Education
Waest Des Moines, [owa

Leon Pacala, Executive Director
Association of Theological Schools

1n the United States and Canada
Vandalia, Ohio

John C. Petersen, Executive Director

Accrediting Commission for Community
and Junior Colleges, Western Association
of Schools and Colleges

James M Phillips, Executive Director
Accrediting Commuission

Association of Independent Colleges and Schools
Washington, D C

Bernard Fryshman, Executive Director

Association of Advanced Rabbinical
and Talmudical Schools

New York, New York

James T. Rogers, Executive Director
Commission on Colleges

Southern Association of Colleges and Schools
Decatur, Georgia

Patricia A Thrash, Director
Nerth Central Association of Colleges and Schools
Chicago, [llino1s

William Douglas Ward, Director
Department of Education
American Osteopathic Association
Chicago, Illinois

Stephen S Wewner, Executive Director

Accrediting Commuission for Senior Colleges
and Universities

Western Association of Schoolsand Colleges

Larry K. Dodds, President

Roger Williams, Acting President

Accrediting Council for Continuing Education
and Training

Richmeond, Virgama

Instututional execulives

Rick Brown, President
California Association of Schools of Cosmetology



Rabbi Chaim Citron

Yeshiva Ohr Elchonon Chabad/

West Coast Talmudical Seminary

(representing the Association of Advanced
Rabbinical and Talmudical Schools)

Ellis Gedney, Chairman of the Board

Institute for Business and Technology

{representing the National Asscciation of Trade
and Technical Schools)

Roy Hurd, President,

Empire College

(representing the Association of Independent
Colleges and Schools)

Bryce Jessup, President

San Jose Christian College

(representing the American Association of
Bible Colleges)

Wesley Olsen, President

Southwestern College

Pheenix, Arizona

(representing American Association of
Bible Schools)

California state agencies

Richard Baiz, Deputy Director
California State Department of Consumer Affairs

Jeanne Bird, Director
Patricia Brown, Consultant

Private Postsecondary Education Division
Califormia State Department of Education-

Dana Callihan, Analyst
Califorma Student Aid Commission

Gus Guichard, Vice Chancellor, Planning
and Special Projects
Califorma Commuruty Colleges

Dawvid Mertes, Chancellor
Board of Governors of the Califormia
Community Colleges

John Murphy, Chairman
Council for Private Postsecondary
Educational Institutions

Samuel M Kipp III, Executive Director
California Student Aid Commuission

Alan O'Connor, Consultant for Legal Education
State Bar of California

Ronald A. Reiter, Deputy Attorney General
Office of the Attorney General

Members of the advisory commuittee met twice with
staff of the Commussion to discuss the study and 1ts
results The Commission is grateful to them for
their assistance in that process, and this report has
benefited from their suggestions and criticisms,
even though 1t represents the views of the Commus-
sion alone rather than those of the committee
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tute for Educational Management, Harvard Uni-
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CALIFORNIA POSTSECONDARY EDUCATION COMMISSION

THE Califorma Postsecondary Education Commis-
sion is a citizen board established in 1974 by the
Legislature and Governor to coordinate the efforts
of California’s colleges and universities and to pro-
vide independent, non-partisan policy analysis and
recommendations to the Governor and Legislature

Members of the Commission

The Commussion consists of 15 members Nine rep-
resent the general public, wath three each appointed
for six-year terms by the Governor, the Senate
Rules Commuttee, and the Speaker of the Assembly
The other six represent the major segments of post-
secondary education 1n California.

As of March 1991, the Commuzsioners representing
the general public were,

LowellJ Paige, El Macero; Chatr,
Henry Der, San Francisco, Vice Chair,
Mim Andelson, Los Angeles,

C Thomas Dean, Long Beach,
Rosalind K. Goddard, Los Angeles,
Helen Z Hansen, Long Beach,
Mari1-Lucr Jaramillo, Emeryville,
Dale P Shimasaki, San Francisco
Stephen P Teale, M D , Modesto

Representatives of the segments were

Joseph D Carrabino, Orange, appointed by the
Califorma State Board of Educatien,

James B Jamieson, San Lus Obispo, appointed by
the Governor from nominees proposed by Califor-
nia's independent colleges and universities

Meredith / Khachigian, San Clemente; appownted
by the Regents of the University of California,

John F Parkhurst, Folsom, appointed by the Board
of Governors of the California Community Colleges,

Theodore J Saenger, San Francisco, appointed by
the Trustees of the California State University, and

Harry Wugalter, Thousand Oaks, appointed by the
Council for Private Poatsecondary and Vecational
Education

Functions of the Commission

The Commussion is charged by the Legislature and
Governor to "assure the effective utilization of pub-
lic postsecondary education resources, thereby elimi-
nating waste and unnecessary duplication, and to
promote divergity, innovation, and responsiveness
to student and societal needs.”

To this end, the Commssion conducts independent
reviews of matters affecting the 2,600 institutions of
postsecondary education in Califermia, including
communty colleges, four-year colleges, universi-
ties, and professional and occupational schools

A3 an advisory planming and coordinating body, the
Commussion does not administer or govern any in-
stitutions, nor does 1t approve, authorize, or accredit
any of them. Instead, it cooperates with other State
agencies and non-governmental groups that per-
form these functions, while operating as an indepen-
dent board with its own staff and 1ts own specific du-
ties of evaluation, coordination, and planning,

Operation of the Commission

The Commission holds regular meetings throughout
the year at which 1t debates and takes action on
staff studies and takes positions on proposed legisla-
tion affecting education beyond the high school 1n
Califorma. By law, its meetings are open to the
public. Requests to speak at a meeting may be made
by writing the Commussion in advance or by submut-
ting a request before the start of the meeting

The Commission’s day-to-day work 13 carried out by
its staff in Sacraménto. under the guidance of its ex-
ecutive director, Kenneth B ('Brien, who 13 ap-
pointed by the Commussion

The Comnussion publishes and distributes without
charge some 30 to 40 reports each year on major 13-
sues confronting California postsecondary educa-
tion Recent reports are listed on the back cover

Further information about the Commission, its
meetings, its staff, and its publications may be ob-
tawned from the Commission offices at 1020 Twelfth
Street, Third Floor, Sacramento, CA 98514-3985,
telephone (918) 445-7933



THE STATE’S RELIANCE ON NON-GOVERNMENTAL ACCREDITATION,
PART TWO

California Postsecondary Education Commission Report 91-6

ONE of a series of reports published by the Commus-
sion as part of its planming and coordinating respon-
sibilities Additional copies may be obtained without
charge from the Publications Office, Califorma Post-
secondary Education Commaission, Third Floor, 1020
Twelfth Street, Sacramento, Califorma 95814-3985

Recent reports of the Commuission include

90-22 Second Progress Report on the Effectiveness
of Intersegmental Student Preparation Programs
The Second of Three Reports to the Legslature in Re-
sponse to Item 6420-0011-001 of the 1988-89 Budget
Act (October 1990)

90-23 Student Profiles, 1990 The First in a Series
of Annual Factbooks About Student Participation in
Califorma Higher Education (October 1990)

90-24 Fiscal Profiles, 1990 The First 1n a Series of
Factbooks About the Financing of Calforma Higher
Education {October 1990)

90-25 Public Testimony Regarding Preliminary
Draft Regulations to Implement the Private Postsec-
ondary and Vocational Education Reform Act of 1989
A Report in Response to Assembly Bill 1993 (Chapter
1324, Statutes of 1989) (October 1990)

90-26 Legislation Affecting Higher Education Dur-
ing the Second Year of the 1989-90 Session A Staff
Report of the California Postsecondary Education
Commussion (October 1990)

90-27 Legslative Priorities of the Commission,
1991 A Report of the California Postsecondary Edu-
cation Commission (December 1990)

90-28 State Budget Priorities of the Commassion,
1991 A Report of the California Postsecondary Edu-
cation Commusston (December 1990)

90-29 Shortening Time to the Doctoral Degree A
Report to the Legislature and the University of Cali-
fornia 1n Response to Senate Concurrent Resolution
66 (Resolution Chapter 174, Statutes of 1989) (De-
cember 1990)

90-30 Transfer and Articulation in the 1990s Cali-
fornia in the Larger Picture (December 1990}

90-31 Preliminary Draft Regulations for Chapter 3
of Part 59 of the Education Code, Prepared by the
Califorma Postsecendary Education Commuission for
Consideration by the Council for Private Postsecon-
dary and Vocational Education (December 1990)

90-32 Statement of Reasons for Preliminary Draft
Regulations for Chapter 3 of Part 59 of the Education
Code, Prepared by the California Postsecondary Edu-
cation Commussion for the Council for Private Postse-
condary and Vocational Education (December 1990)

91-1 Library Space Standards at the Califorma
State University A Report to the Legislature in Re-
sponse to Supplemental Language to the 1990-91
State Budget (January 1991)

91-2 Progress on the Commssion’s Study of the
California State University’s Admimstration A Re-
port to the Governor and Legislature in Response to
Supplemental Report Language of the 1990 Budget
Act (January 1991)

91-3 Analysis of the 1991-92 Governor’s Budget A
Staff Report to the Califorma Postsecondary Educa-
tion Commussion (March 1991)

91-4 Composition of the Staff in Californa’s Public
Colleges and Unuversities from 1977 to 1989 The
Sixth 1n the Commussion's Series of Biennial Reports
on Equal Employment Opportunity in California’s
Public Colleges and Universities (April 1991)

91-5 Status Report on Human Corps Activities,
1991 The Fourth tn a Series of Five Annual Reports
to the Legislature in Response to Assembly Bill 1829
(Chapter 1245, Statutes of 1987) (April 1991)

91-6 The State’s Reliance on Non-Governmental
Accreditation, Part Two A Report to the Legislature
in Response to Assembly Bill 1993 {(Chapter 1324,
Statutes of 1989) (April 1991)

91-7 State Policy on Technology for Distance Learn-
ing Recommendations to the Legislature and the
Governor 1n Response to Senate Bill 1202 (Chapter
1038, Statutes of 1989) (April 1991)

91-8 The Educational Equity Plan of the California
Maritime Academy A Report to the Legislature 1n
Response to Language 1n the Supplemental Report of
the 1990-91 Budget Act (April 1991)

91-9 The California Maritime Academy and the
California State University A Report to the Legisla-
ture and the Department of Finance in Response to
Supplemental Report Language of the 1990 Budget
Act (Apnl 1991)

91-10 Faculty Salaries in Califorma’s Public Uni-
versities, 1991-92 A Report to the Legislature and

Governor 1n Response to Senate Concurrent Resolu-
tion No 51(1965) (April 1991)
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